SOCTOBER 1926 be 1|- 


THE 


ANKER 


Contents Include 


THE COST OF INDUSTRIAL FRICTION 
By THE RIGHT Hon. WILLIAM GRAHAM, M.P, 


THE PROPOSED INDIAN RESERVE BANK 


By R. LANGFORD JAMES 
Director of the National Bank of India, 


THE BANKS OF CZECHOSLOVAKIA 


By Dr. K. KARASEK 
General Manager of the Industrial and Agricultural Bank of Bohemia 


TWO SUBALTERNS INTERVIEW THEIR BANKERS 
By CLAUDE LUTTRELL 


OUR MEDIEVAL SYSTEM OF LOCAL TAXATION 
By HAROLD MACMILLAN, M.P. 


BANKERS AND THE LAW 


THE NATIONAL SAVINGS MOVEMENT 
By Major-GENERAL THE RIGHT Hon. J. E. By Sgery, C.B. 


EYRE & SPOTTISWOODE (PUBLICATIONS) LIMITED 
t & 2 Goldsmith Street, Fleet Street, London, E.C.4 








BRADBURY, WILKINSON & CO., LTD. 
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DESIGNERS, ENGRAVERS & PRINTERS 
—of— 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY «sm + 2 MOORGATE BUILDINGS, 
i Ee. 2. 
















TELEPHONE: WIMBLEDON 2500-1-2 TELEPHONE: LONDON WALI, 8806-7-8 
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= CITY OFFICES : WORKS : = 

= 17 ABCHURCH LANE, LEONARD ST., FINSBURY, = 

= LONDON, E.C. LONDON, E.C. = 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 





Telegrams : “Identical, London.” 





BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 2 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, = 
ENGRAVERS AND FINE ART PRINTERS. = 
COMPANY PROSPECTUSES. = 

= 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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) The Specialist Book for Bank 


* for Reference and for Study. a 


_,* 


(i) 


LS» 


Dictionary ‘of Banking 





Authoritative 
Up-to-Date 
Articles on 
The Bank Rate 
Bank Stock 
Attestations 
Leasehold 
Receipts 
|} Bear and Bull 
Shares 
Note Issue 
Bill of Sale 
Mortgage Charges 
Debenture Holders 
Partners 
Account Payee 


Alteration 


Intestacy 
Trustees 
Valuation 
Credit 

Bank Shares 


Freehold 
“oe Par ” 
“ Bearer” 


Receipts 
Advances 
Auditors 
Endorsement 

Gold Standard Act 
Bond of Credit 


etc. etc. etc. 








By WILLIAM THOMSON, 


Bank Inspector. 


S an example of the thoroughness which characterizes 

A this one-volume DICTIONARY OF BANKING 
(latest Edition, 1926) we would point out that the 

article on CHEQUE occupies 114 columns. The ad- 
mirable cross-references in the body of the text, designed 
to prevent duplication of information, refer the inquirer 
to 23 relative articles; while at the end of the article 
the student is recommended to study some 50 other 
articles in the work. These contain all that is known 


up-to-date on the subject. 
Other important subjects, such as BANKRUPTCY, 


COMPANIES, BILL OF EXCHANGE, INSURANCE, 

STAMP DUTIES, STOCK EXCH: ANGE, MORT- 
GAGE, etc., are treated with equal completeness. These 
concise articles, 1,500 in number, cover the whole law 
and _ practice of Banking up-to-date. The article on 
FOREIGN EXCH ANGES, contributed by Messrs. 
Cook, bankers, includes up-to-date information as to 
value, etc., of coins and notes in every currency all over 


the civilized globe. 


What the Author says: 


This Dictionary of Banking has been compiled 
... to provide in one volume, wit - the minimum of 
trouble, information on any subject connected with the 
business of banking. . . . Its pages yer 8 ude, as far as 
possible, reference to all the various terms and matters 
which come within the scope of a banker's ordinary 
duties, as well as matters which arise out of, or are asso- 
ciated with, the business of banking, such as bacierantey. 
company regulations, partnerships, stamp duties, stock 
exchange, winding up, etc. etc... . The whole of the 
Bill of Exchange Act is given, the sections being dis- 
tributed under the appropriate headings. ... : 
end of the le: ading subiects will be found a 
principal articles connected with the st ibject wl 
facilitate the discovery of a particular point. ; 
is probably no subject of greater interest to bank 
managers and senior clerks than that of securities for 
advances, and consequently all matters connected with 
the examination of Title Deeds and the Nano tie ation of 
titles have been treated ... in accordance with their 
importance. ... The article BANKRUPT PERSON 
contains separate headings relating to a Bankrupt 
Drawer, Payee, Security. . . . Specimens of endorse- 
ments which are usually accepted, as well as examples 
of those which are not ... passed by a banke are 
given in titular form. The results of Law Cases have 
been given wherever necessary, and in many instances 
the words of the judges are ‘quoted. References are 
added to the various cases. 

(From Mr. Thomson's peaamine to the First Edition.) 












Over 1,500 
Subjects 
Treated, 

including : 

Fidelity Guarantee 
Borrowing on Consols 
Assignment of Debt 
Garnishee Order 
Land Charges 
Railroad Certificates 
Preference Stocks 
Valuation of Pro- 
perty 
Bankers’ Books Evi- 
dence Act 
Marine Insurance 
Death of Joint 
Trustee 
Fiduciary Capacity 
Equity of Redemption 
Composition with 
Creditors 
Compounding a 
Felony 
Bank Amalgamations 
Registration of Mort- 


gages 
Acts of Bankruptcy 


Bank Charter Act 
Accommodation Bills 
Clearing House 
Foreign Bills 
Licensed Property 


Negotiable Instru- 
ments 
Joint Customer 


Exchequer Tally 
etc. etc. etc. 





You cannot afford to be without it. y > 


OUR FREE BOOK WILL TELL YOU ALL ABOUT THIS BOOK. 


Its Popular Price and how you may pay for it out of Income, beginning 30 days after you receive it. 





FREE| 
Post = 


this form 


TO-DAY. 









TO THE NEW ERA PUBLISHING CO., LTD., 
12-14 NEWTON STREET, HOLBORN, LONDON, W.C.2. 


Please send me FREE descriptive Booklet on 
BANKING (Latest Edition, 1926), with particulars a 


THE DICTIONARY OF 
s to your offer to send the 


book, carriage paid, for a merely nominal First Payment. 
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THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-Up Capital - - - - £4,000,000 
Reserve Fund - £3,760,000 


Reserve Liability of Peepelotere under the Charter £4,000,000 
£11,760,000 





COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. | F. V. C LIVINGSTONE-LEARMONTH, Eso., 
Cc. E. BARN SQ. 

> Sy eens Se RIGHT HON. THe EARI, OF MIDLETON, K.P. 
KENNETH GOSCHEN, Eso. | HAROLD NELSON, Eso. 

: | HORACE PEEL, Eso. 

SS. rey: SO | JOHN SANDERSON, Eso. 

T. R. JOHNSON, Eso. | ARTHUR WHITWORTH, Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 








THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Capital Subscribed and Paid-up - £1,840,000 
Reserve Fund - - -+- = = £790,000 


DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, Esq., O.B.E. 
FRANK N, YARWOOD, Esa. F.C.P.A. DUNCAN CARSON, Esq. 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, Esq., LL.D. 
GENERAL MANAGER : 
Cc. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 
A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Esa. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. G. W. Orp, Manager, with 
150 Branches and Agencies in New South Wales. 

BRISBANE OFFICE. Georce H. Howett, Manager, with 26 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE : 73 St. George’s Terrace. A.C. Dispin, Manager. 

LONDON OFFICE: 37 Threadneedle Street, E.C.2. Arruur F. Jenxins, Manager. 

The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasia, New Zealand, the United Kingdom, the Far East 
and elsewhere,whereby it is able tocarry out all requirements with promptitude and to best advantage. 

















Commonwealth : Bank of Australia 


GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - - - SYDNEY. 
JAMES KELL, Governor. 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 

BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 

THE GOVERNMENT OF THE STATE OF QUEENSLAND. 

THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 

THE GOVERNMENT OF THE STATE OF TASMANIA. 


SAVINGS BANK DEPARTMENT. 
Agencies are open at 3,400 Post Offices in the Commonwealth, &c. 


As at 31st DECEMBER, 1925. 


General Bank Balances .. me os i a F £36,496,397 
Savings Bank Balances .. sis sts x3 Pe one a 43,875,693 
Note Issue Department . ne “e ia fa 53,890,226 
Rural Credits Department 150,790 
Other Items ‘ - 5,280,512 

£139,693,618 


LONDON OFFICE; 36-41 NEW BROAD STREET, E.C. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 
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THE UNION BANK OF AUSTRALIA | 

Established 1837. LIMITED. Incorporated 1880. Ei 

Capital Authorised and issued aan £10,500,000 Fa 

apita aid-up one > ¥ j 

Reserve Fund £4,200. og3} together £7.700,000 is 

Reserve Liability of Proprietors... £7,000,000 a 

DIRECTORS: Z 

HENRY P. StuRGIS, EsQ., Chairman. & 

The Right Hon. THE EARL OF Str MALcoitm Hose. ROBERT C. NESBITT, Esq. is 

CHICHESTER. S. R. LIivINGSTONE-IL,EARMONTH, FRED. G. PARBURY, EsQ. s 
HucuH D. Flower, Esq. Esq. The Hon. EDMUND W. PARKER. 

The Right Hon. Lorp BRIGADIER-GENERAL ARTHUR Str WeEsTBY B. PERCEVAL, Fi 

HILLINGDON. MAXWELL, C.B., C.M.G., D.S.O, K.C.M.G. 


Head Office : 71 CORNHILL, LONDON, E.C.3. 


Manager—W. A. LAING. Assistant Manager—G.S.GoppDEN. Secretary—F. H. MCINTYRE. 


Branches throughout eaten aed New Zealand, viz.: 





TAY rere ore en 






In VICTORIA ste 47 

” ae AUSTRALIA ae ses bee pes 15 

» NEW SOUTH WALES ws pas dis se 45 

ie ” WESTERN AUSTRALIA .... or monn on 21 
te ” ye ore iss oa ae ati fe 18 2 

» TASMAN / ae ied aaa sis a 














, NEW ZEALAND sae pe 3 ne 





Drafts upon the Branches are issued by Head Office, and may be obtained from the Bank’s Agents throughout 
England, Scotland & Ireland. 

Commercial and Circular Travelling Credits issued available throughout the world. 

Telegraphic Remittances are also made. 

Bills on the Australian States and Dominion of New Zealand are purchased or sent for collection. 

Deposits are received at Head Office at rates of interest and for periods which may be ascertained on application. 
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Endorsed by the Bank Commissioners of Thirty States. 


THE BANK DIRECTOR 


(Founded 1872 as The Financier.) 


Memter Audit Bureau of Circulations. 


The only magazine in the United States in its particular field. 
Boards of Directors in 31,000 banks of America are made up as a rule of three executive 
rs and from four to ten or more of the most influential men in their community—men 
vho in instances a at the head of enterprises much larger than the banks 
themselves 
If vou want to reach bank officers, not clerks, use THe BANK Director. If you want 
to talk to the class of men in whose hands have been placed the keeping of the sixty 
billions ef bank resources of the Nation, THe Bank Director should be included 
in your list 
Bank officers and directors, while they manage corporations and direct the financial and 
industrial trend and development of their home towns, possess, as individuals, potential 
chasing powers that put them in a group by themselves 
They are more than an ordinary collection of well-to-do and wealthy men. They have 
terests n that are cultivated met and satisfied by THe Bank DtREcTOR. 
A large percentage of our subscription list is delivered to home addresses, insuring 
u attention 
rhis is ir reading publi the cream of the banking, business and investment world 
Am i 


Published monthly by 
THE FINANCIER PUBLISHING COMPANY, 
115 Broadway, New York. 





In The United States 


The Mid-Continent Banker is the only banker's 
magazine published in the Eighth Federai Reserve 
District—a great territory embracing parts of the | 
States of Indiana, Illinois, Missouri, Arkansas, 
Mississippi, Tennessee, and Kentucky. 


There are more than 4,000 banks in this wealthy 
mid-west district which has been served by the 
Mid-Continent Banker for nearly a quarter of a century. 








Detailed information and statistics gladly furnished 
on request. 


> Head ——— 


YY" NO-CONTINENT D-GONTINENT | 
| BANKER 


408 Olive Street, St. Louis, Missouri, U.S.A. ! 


New York Office : 
Philip J. Syms, 150 Nassau Street, New York, N.Y., U.S.A. 

































Guaranty Trust Company 
of New York 


HE Guaranty Trust Company of New York was one of the first of 
the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 


To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and affiliations and connections through- 


out the world. 


The Guaranty Trust Company is thus able to offer unrivalled international 
banking facilities to banks, financial houses and merchants engaged in 


foreign trade 


The Management of any of the offices will be pleased to explain the Bank's 
services in detail or to discuss any individual banking and trading problems. 
A copy of the Bank’s publication, “How Business with Foreign Countries is 
Financed,” will be sent post free on request. 


32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 


NEW YORK LIVERPOOL 





PARIS 


Paid-up Capital and Surplus $45,000,000 





Head O 








_BANCA NAZIONALE 


DI CREDITO 


Capital—Lit. 300,000,000 


Reserve — Lit. 30,000,000 


Offices at : 

Milan, Naples, Genoa, Rome, 
Turin, Palermo, Trieste, 
Bologna, Florence, Venice. 
Over 60 Branches in the princi- 
pal industrial and commercial 


points of Italy. 


EVERY KIND OF BANKING BUSINESS 


TRANSACTED 


Steen sees eOOeee eee eee eee OeeeeEeESEEEese: SORESEES EES EEE SEES OOEDESEEESEEEEEEEES 


ffice: MILAN | 












Bush House, Aldwych, W.C.2 
BRUSSELS HAVRE 


Total Assets $644,502,758 


ANTWERP 








ALL BRANCHES OF 
INTERNATIONAL BANKING 


BANKERS 
TRUST 
COMPANY 


HEAD OFFICE, NEW YORK 
16 WALL STREET 


Capital fully paid $20,000,000 


Surplus and 


Undivided Profits $33,043,867 
LONDON 
26 OLD BROAD STREET 


PARIS : 
3 & 5 PLACE VENDOME 
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PAPER 


All grades of Bank, Bond, Certificate, Ledger, 
and Commercial Papers supplied from stock. 
Cheque Papers and paper for special re- 
quirements made quickly. 


Please send or telephone your enquiries to: 
A. H. JAMES & CO. 
WHOLESALE STATIONERS 
130 Queen Victoria St., E.C.4 


Telephone: Central 6857 & 2577 
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| YOKOHAMA SPECIE BANK, LIMITED. 











ESTABLISHED 1880. (Registered in Japan.) 
Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund . - - . Yen 86,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Hz arbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, ‘Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourab vya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed), 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, E.C.2. 
K. YANO, Manager. 








THE BANK OFFICERS’ GUILD. 


(The National Association of Bank Employees of England and Wales.) 
The Guild is a protective association which aims at the betterment 
of the status of the Bank Clerk and co-operation with the Directorates. 


It desires Banking to be raised to the dignity of a profession, and 
is doing a great work to increase the educational standard of the employee. 


For full particulars and explanatory literature apply to :— 
THE GENERAL SECRETARY, 
BANK OFFICERS’ GUILD. 
BLACKFRIARS HOUSE. 
NEW BRIDGE STREET, E.C.4. 
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_N ational Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. = 


88 Branches and Agencies throughout New Sealand. 
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: Authorised and Subscribed Capital - ...  £6,000,000 | 
Paid-up Capital sae aa £2,000,000 
Reserve Fund and Undivided Profits £2,173,043 | 

£4,173,043 


The National Bank of New Zealand, Limited, receives Deposits of £50 and upwards for 
1 or 2 years at 44%, per annum, and conducts ev ery description of banking business connected 
with New Zealand. ARTHUR WILLIS, Manager. 
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BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised Capital - ®6,154,98s 
CAPITAL SUBSCRIBED AND aia heal 





Four per cent. Guaranteed Stock ... £529,988 
Preference ‘“‘ A’’ Shares issued to the New Z« al ind Governme nt ia ae er 500,000 
Preference ‘‘B’’ Shares Do : ary he 1,375,000 
Ordinary Shares , ° oa vr ia ‘ ne Se 3,750,000 

£6,154,988 
Reserve Fund and Undivided Profits ... ies ead a rae me as aa 3.390,378 


£9,545 366 
London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. ROBERT MILL, Manager. 





| COMMERCIAL BANK OF SCOTLAND LTD. 


Head Office ESTABLISHED 1810. EDINBURGH. 
General Manager - . - ALEX. ROBB Secretary - - - MAGNUS IRVINE. 
Capital Subscribed . . £5,500, 000 Reserve Fund - . £1,800,000 
Capital paid up - - - £1,750,000 eae (31st Oct., 1925) . £34,150,000 
Leodee City O - - 2 LOMBARD STREET, E.C.3. 
NDREW W. RUSSEL * “Manager. JOHN id ERSKINE, Asststant Manager. 
wet Branch - - IMPERIAL HOUSE, KINGSWAY, W.C.2. 
JAMES oO. DAVIDSON, Manager. 
Glasgow Chief Office - - 113 & 115 BUCHANAN STREET. 
ANDREW SCOTT, Manager. WILLIAM COCHRANE, Assistant Manager. 


Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 
The Bank has 308 Branches and Sub-Branches throughout Scotland. 
General Banking and every description of Foreign Exchange business transacted, and Agency business for 
Foreign and Colonial Banks undertaken. 
The Bank is prepared to undertake the duties of Executor or Trustee under wills and settlements, and to act as 
Trustee for Debenture Holders, and for Public Bodies and Institutions, 


THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 
CAPITAL £1,250,000 _ RESERVE FUNDS £1,800,000 


Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE - EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. R. W. STEVENSON, Secretary. 
Over 190 Branches throughout Scotland. 


London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 


E 
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Capital fully called up - £650,000 Reserve Account - - £470,000 
(with power to increase to £ 4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
Messrs. GLYN, Mints & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. I,LOYDS BANK LIMITED. 
HEAD OFFICE: 
33/36 KinG WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE: 
TEHERAN, PERSIA. 
BRANCHES IN PERSIA: 
Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, Kerman, 
Kermanshah, Maidan-i-Naftun, Meshed, Mohammerah, Nasratabad (Seistan), Resht, Shiraz, Sultanabad, = 
Tabriz, Yezd. = 
BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: = 
BAGDAD, BASRA, KIRKUK. BoMBAY. 





tT BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 








Correspondents in all important places abroad. 
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seconds—and cannot be See 
overheard. No operators. 

Day and night service. 
Always reliable. No 
wrong numbers. No 
interruptions. 

Relay Automatic Telephones 
are used by the Bank of 
England, Lloyds Bank, Bar- 
clays Bank,Westminster Bank, 
and more than 40 other Bank- 
ing Institutions. 

Write for Booklet No 17. 


THE RELAY AUTOMATIC 
TELEPHONE CO., LTD., 


Marconi House, Strand, London, W.C.2 \isea 
Branches at Birmingham, Cardiff, Glasgow, Nien 
Manchester. a 
RELAY AUTOMATIC 


TELEPHONES ARE 


oe AUTOMATIC TELEPHONES 
7 7 US NLS, Ld, Le, Sd, hd, hl es 
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THE 


MOSCOW NARODNY BANK 


LIMITED 
ESTABLISHED 1919 


Heap OrFice : 
300 High Holborn, London, W.C.1 


Paris BrancH: 26, Rue Vienne, Paris 


BerLIN REPRESENTATION : 
Kurfurstenstrasse, 33, Berlin 





Authorised Capital - - - £1,000,000 
Paid-up Capital - - - - 600,000 
Reserve Fund & Undivided Profit - 110,000 


—————— TT 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 
Principal Foreign Agents of the All-Russian 
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The National Finance 


AKING the large assumption 
that the coal stoppage will 
end some day, an immediate 

and fearless review of the strict 
position of national finance will be 
of the greatest value to the British 
people. Three features predominate. 
There is first the background of 
imports and exports, or the general 
volume of trade on which all finance 
must rest. Secondly, the vast burden 
of debt And thirdly, the latest 
returns of revenue and expenditure 
must be examined in detail. Nor 
can the third point in existing con- 
ditions exclude the heavy burden of 
local expenditure, and the static 
fatalism which appears to have over- 
taken it. Almost everywhere, unfor- 
tunately, the record is an undeniable 
aggravation of even the more extreme 
forms of Biblical lamentation. 

As regards trade the statistics to 
the end of August, which are the 
latest available, show that for the 
eight months of the present calendar 
year the total imports were nearly 
£804 million, or approximately {64 
million less than for the corre- 
sponding period of 1925. The total 
exports and re-exports (much more 
important in view of the general 
financial position of Great Britain) 
were nearly £530 million, or prac- 
tically {91 million less when com- 
pared with the corresponding period 
of 1925. The slight improvement in 
imports in August, when contrasted 
with July, was due to the importation 
of coal. Economically that is not an 
improvement which we would wil- 
lingly encourage. It is merely a 
reminder of a very grave domestic 
tragedy. Optimists peering about 
in the gloom try to comfort us with 
the thought that we have probably 
stabilized our losses; but it is rather 
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like telling a man who is drowned 
that after all the sea has no terrors 
for him. Resting as it does on this 
flow of industry and commerce, 
national finance cannot view these 
figures with equanimity. The im- 
mediate effects are visible and well- 
marked; but later the full meaning 
of this serious interruption of the 
laborious economic recovery which 
had just begun in the spring of 1926 
will be written eloquently across all 
the effort of the Exchequer. 

The importance of the national 
indebtedness lies in the fact that each 
year its service absorbs approximately 
two-fifths of the total expenditure ; 
for this purpose the expenditure has 
been placed at £825 million and the 
debt service at {£350 million per 
annum. In 1924 Mr. Philip Snowden 
appointed an able committee, under 
the chairmanship of Lord Colwyn, 
to report on the position of the debt 
and the bearing of the incidence of 
taxation on industry. Volumes of 
evidence have been submitted to the 
committee. Its report is expected in 
the late autumn of the present year. 
In all political parties, openly or 
tacitly, the capital levy is one with 
Nineveh and Tyre. But the econo- 
mists of every party are very anxious 
regarding the general position of the 
debt ; and they are hoping that the 
Colwyn Committee will be able to 
recommend a series of constructive 
proposals for its much more drastic 
reduction. That desire is strengthened 
by the chilling facts of the latest 
official paper dealing with the subject. 

At the beginning of the present 
financial year, on April 1, the debt 
was practically {7,616 million ; before 
the war it was approximately {£650 
million. On the year 1925-26 that 
was a reduction of more than {£30 
million. But the same official paper 
showed that the aggregate debt is 
substantially greater than it was at 
the end of the war. Critics naturally 
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ask what has become of the huge 
Budget surpluses before we returned 
to the closer estimates of recent years ? 
And what of the fixed provision ? 
The answer is comparatively simple. 
Nearly £430 million of Budget sur- 
pluses have in that period gone 
automatically to the reduction of 
debt ; they have taken with them on 
the same beneficent roadway approxi- 
mately £190 million of fixed provision, 
the latter including, of course, the 
£33 million annually under the Bald- 
win arrangement for the repayment 
of our obligations to the United States 
of America, the one country in the 
world which financially won the war. 
In all more than {600 million have 
been applied to debt redemption. 
Yet there is a net increase of nearly 
{181 million in the amount of the 
debt compared with its position at 
that date in 1919. _—i(In the interval 
the external debt has been reduced 
by more than £254 million (and reduc- 
tion of external debt is, of course, 
the more important for Great Britain 
in view of its bearing on the exchange) 
but the internal debt has _ been 
increased by over £435 million, which 
gives the net increase to which 
reference has just been made. That 
is accounted for by the issue of large 
amounts of conversion stock at a 
heavy discount, the conversion of 
foreign debt into domestic debt, and 
the capitalization of the arrears of 
interest on the American debt. Some 
of these steps are very much the 

material to which presumably the 
Colwyn Committee has given anxious 
thought. For the man in the street, 
who long ago gave up any definite 
attempt to follow the figures, the 
practical message is that no real 
progress is being made with debt 
reduction. Perfectly marvellous 
things have been in fact achieved 
since the Armistice; we have been 
running at a great pace, but the 
starting post is still very much with 
us. If it could be robbed of its 
element of tragedy the debt handicap 
would rank as one of the most amusing 
sporting events of human experience. 
While it remains in this position it 
is well to recognize, as all Chancellors 


of the Exchequer are under obligation 
carefully to explain, a substantial 
part of British annual expenditure 
is fixed in advance; the field for 
economy is limited to spheres which 
provoke almost every form of opposi- 
tion, and, among those who have no 
turn for the statistics, recrimination. 
As the late Sir John Rees used to 
remark in the House of Commons : 
“Economy, economy, economy !— 
but not in my department ! ” 

Armed with the darkened lanterns 
of greatly reduced trade and ap- 
parently incurable debt we arrive in 
the gloomy recesses of the latest 
revenue return. lor purposes of 
convenience it may be taken to 
September 4. To that date, from 
April 1, the beginning of the financial 
year, the total receipts into the 
Exchequer were nearly £278 million, 
excluding the small balance of £6} 
million with which the financial year 
began. That is more than {£28 
million less than the receipts for the 
corresponding period of last year. 
Oddly enough, in spite of a purchasing 
power which must be seriously dimi- 
nished by all the industrial conditions 
since early May, customs and excise 


hold their heads wonderfully. The 
motor industry continues to make 
steady progress. Even the mil- 


lionaires and the wealthy go on dying 
very much as before, and leaving 
substantially similar sums in _ the 
coffers of the death duties. The 
Post Office shows no sign of collapse. 
Nearly the whole of the £28 million 
leeway is made up by heavy decline 
in the yield of income-tax, super-tax 
and corporations profits tax, the 
latter withering away to somewhat 
inglorious extinction. In short, the 
revenue is now feeling the weight of 
four years of industrial depression. 
That ‘weight has been increased, in 
the sense of loss, by current industrial 
dislocation. At this stage it may be 
said with safety that the revenue is at 
least £30 million behind the figures 
at the same date last year. Moreover, 
although the great bulk is always 
collected in the quarter between 
January and March, it must _ be 
remembered that even if the coal 
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dispute ended now many of its worst 
effects will only be experienced in the 
autumn of the present year, with 
serious prejudice to the financial 
prospects of the spring. 

In such circumstances most critics 
would say that expenditure must 
come down with a bang. On the 
contrary, expenditure keeps going up; 
the Government, according to the 
financial authorities, is always looking 
for new sources of revenue rather than 
concentrating on an effort to curtail 
outlay. For the same period to 
September 4, the total expenditure is 
£54 million above that of the corre- 
sponding period of last year. Indus- 
trial circumstances make it certain 
that there will be additional call on 
public funds, even if there is not a 
copper of further subsidy for coal. 
The Budget estimates have already 
been publicly amended to show a 
small deficit at the end of the finantial 
year. No one suggests that a deficit 
will now be avoided ; with an infusion 
of the miraculous it might be kept 
within limits; without that, it may 
well be heavy. It does not mean, as 
the old lady feared, that we are 
bankrupt at last; but it does mean 
that there is little or no prospect of 
a reduction in aggregate taxation, 
and that the Government will have 
to choose between a smaller actual 
provision for the reduction of debt or 
special steps to safeguard progress in 
that sphere. In any event, looking 
all round the field, foreign and home 
obligations included, that noble and 
patient steed called the British tax- 
payer cannot possibly win this race. 
Locally his prospects are unhappy. 
It is computed that the local 
authorities of England, Wales and 
Scotland are now raising approxi- 
mately {160 million annually from 
rates; or more than twice the pre- 
war burden. Local rates are, in 
their incidence, more onerous to 
industry than national taxation. The 
treasurer of Cardiff, a typical city, 
has called attention to the great 
growth of capital expenditure, its 
meaning in additional rate burden 
for the next ten years, the impro- 
bability of any city with heavy rates 
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either recovering easily from indus- 
trial depression or attracting new 
industry, and suggesting that in all 
the circumstances towns and cities 
would be well advised to restrict 
their capital obligations for at least 
five years to present commitments 
and work which will be as soon as 
possible remunerative. 

In general trade, in the position of 
the debt, in the story of revenue and 
expenditure, and in the special inci- 
dence of the obligations of the 
localities, Great Britain is confronted 
with a problem of exceptional mag- 


nitude. Small wonder that anxious 
eyes scan the horizon for the first 
rays of the Colwyn Committee's 


morning sun. 


Italy’s Drastic Deflation 
Policy 


HEN the arrangements for the 
settlement of Italy’s war 
de' ts to Great Britain and the 


United States were completed last 
January, the Government, in con- 
junction with the financial organiza- 
tions of thit country, made plans for 
a thorough economic and financial re- 
construction. The first part of its 
policy was the grant of a monopoly 
of the right of issue to the Bank of 
Italy, a right which had _ hitherto 
been shared with the two southern 
banks, the Bank of Naples and the 
Bank of Sicily. A Royal decree issued 
last April established the details of 
this new policy which became effective 
as from July r. The reserve held by 
the southern banks against their notes 
was transferred to the Bank of Italy, 
upon terms of a provisional valuation 
based on the average exchange rate for 
gold lire in the month of April 

approximately 4°80 paper lire to the 
gold lira, and the price to be finally 
adjusted at a later date. The note 
issue by the Bank of Italy against that 
reserve (about 1,419,000,000 lire for 
310,000,000 gold lire received) was to 
be used to provide for the exchange of 
the notes issued by the southern banks 
in respect of their purely commercial 
transactions, so that the latter had the 
free disposal of the proceeds of their 
banking assets, i.e. the discount of 
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advances, without having correspon¢ d- 
ing lik ibility of the notes issued against 
them. 

It should be remembered that after 
comparative stability in the lire ex- 
change, a sudden break occurred last 
Mav, when the rate fell from about 
120 to nearly 150 to the £, and sub- 
sequently, after considerable fluctua- 
tions, the rate adjusted itself round 
135; a fresh break took place between 
July and August, and the rate again 
fell to about 150. The cause of such 
movements is not clear, but it was 
probably due to the adverse trend of 
the French franc, for many economic 
ties exist between I‘rance and Italy. 
But against these arguments it could 
be reasonably maintained that in 
spite of the fallen French exchange 
the relation between the two rates was 
not justified, as the political and 
financial position of It uly was directly 
opposed to that which caused the 
downfall of the franc. Many Italians 
were inclined to place the blame upon 
the heavy obligations their country 
had undertaken to meet in respect of 
the war debts to the United States 
and to England, over and above the 
normal requirements of her very 
adverse trade balance. Moreover, the 
fall of the lira was attributed in no 
small measure to speculation in Italy 
and abroad. The Government wasted 
no time in holding an inquest into the 
cause of the fall; preferring to embark 
upon drastic reforms to reduce the 
adverse trade balance, and a_ begin- 
ning was made by the imposition of 
restrictions upon the consumption 
of certain commodities. Limitations 
were placed on the importation of 
goods ; the credit of the home markets 
was restricted, and an effective control 
was placed on foreign exchange trans- 
actions in order to discourage specu- 
lative activities. These measures were 
regarded as essential to secure the 
additional supply of foreign currencies 
required to meet the war debt pay- 
ments, in such a manner as would not 
unduly affect the rate of exchange. 

The next part of the Government's 
policy consisted of a bold enforcement 
ofa policy of deflation. Availing itself 
of the large balances held from the last 


Budget surplus, the Treasury under- 
took to transfer tothe Bank of Italy the 
sum of $90,000,000, being the net pro- 
ceeds of the Italian Government loan 
issued in New York during November 
1925. The proceeds of this loan were 
taken over by the Bank of Italy at 
the rate of 27°78 lire to the dollar, so 
that the Treasury debt to the Bank of 
Italy is reduced by 2,500 million lire. 
This transaction is subject to a final 
adjustment which may be affected by 
the rate of exchange. It immediately 
reduced the advances of the Bank of 
Italy to the Treasury from 6,729°5 
million lire to. $,229°5 million lire. This 
does not imply that the total circula- 
tion of notes will be reduced accord- 
ingly, but the outstanding feature 
involves an increase of gold in the 
equivalent reserve of the bank by 
nearly 20 per cent. (from about 
1,947 million gold lire to over 2,400 
million gold lire). Noadditional issue of 
notes is contemplated, nor can it occur. 
The Treasury has undertaken to 
include in the Budget for the financial 
year 1926-27, and in years to come, 
a sum of no less than 5,000 million 
lire, to be used for the reimbursement 
of the outstanding debt in respect of 
advances from the Bank of Italy until 
that debt is entirely repaid. The total 


‘debt outstanding should, therefore, be 


wiped out within the next nine years, 
and from one financial year to the 
other the total circulation of notes will 
show a reduction of no less than 500 
million lire. 

The Treasury has aiso agreed to 
discontinue the direct issue of cur- 
rency notes of 5, 10, and 25 lire. The 
total amount of such notes outstand- 
ing is 2,100 million lire, of which 
400 million are in respect of 25 lire 
notes. The latter are to be paid off 
and cancelled as from January I, 1927 
and the balance of 1,700 million lire 
in 5 and 10 lire notes will be exchanged 
son 4 and 10 lire silver coins. [or this 
purpose the 1 and 2 lire silver coins 
which were withdrawn from circula- 
tion in October 1917 are to be re- 
minted and stamped 5 and ro lire 
respectively. The intrinsic value of 
the old silver coins is at present about 
2°15 lire for the 1 lira piece, which will 

U 








then be revalued 5 lire, and about 
4°30 for the 2 lire piece, which will be 
worth 10 lire. 

The Treasury will impose a legal 
limit for the circulation of notes issued 
by the Bank of Italy for normal 
trade requirements. As from Sep- 
tember 15 the limit is fixed at 
7,000 million lire. The circulation for 
normal trade requirements is defined 
as the balance of notes outstanding, 
exclusive of those issued in respect of 
advances to the Treasury (amounting 
on August 10 to 6,729 million lire) 
on behalf of both sections of the Con- 
sorzio per Sovvenzioni su _ Valori 
Industriali. These sections were esta- 
blished by request of the Govern- 
ment, and under the auspices of the 
Bank of Italy, firstly, in order to 
afford credit facilities to industrial 
concerns during the war, and, secondly, 
to provide the necessary support 
to the banks affected by the financial 
crisis of 1921 (amounting on August Io 
to 3,416 million for the special Inde- 
pendent Section), while the total in 
respect of the ordinary section is 
believed to be about 600 million lire, 
and the notes issued against the gold 
reserves of the Bank of Naples and 
the Bank of Sicily (on August Io, 
1,491 million lire). Adding the figures 
given in brackets relating to the bank 
return for August ro last, it will be 
seen that the notes which are not 
regarded as issued for purely trade 
requirements amount altogether to 
about 12,235 million lire against a 
total circulation on that date of 
18,305 million lire. So the net 
amount of notes outstanding for 
normal trade requirements was about 
6,070 million lire against a legal 
maximum of 7,000. The latter may, 
however, be exceeded by a further 
1,000 million lire, bringing the possible 
total of those particular notes to 
8,000 million lire, but any addition 
over 7,000 million lire which has not a 
full reserve cover at the rate of 100 per 
cent. is subject to a special tax on 
circulation of 33°3 per cent. more than 
the pre vailing ‘bank rate. Therefore 
the bank is not likely to be induced 
to exceed the legal limit, considering 
that it would be called to pay in the 
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form of circulation tax one-third more 
than it could charge customers for 
the use of the additional notes to be 
issued. In no circumstance can the 
limit of 8,000 million lire be exceeded. 
Moreover, it has been decided to 
wind up as soon as possible the special 
Independent Section of the Consorzio 
per Sovvenzioni su Valori Industriali. 
This special Section was set up in the 
early part of 1922 as a separate body 
of the Consortium, which during the 
war had given invaluable assistance 
for the development of war industries, 
in the capacity of liquidator of the 
well-described frozen assets which 
caused the post-war financial troubles. 
The note-issuing banks had to issue 
additional notes to meet the liabilities 
of the more severely tried banks, and 
these notes were charged to the Section 
and secured by the bulk of the frozen 
assets taken over especially from the 
defunct Banca Italiana di Sconto, and 
from the Bank of Rome. These assets 
obviously required a very considerable 
time for realization, and, on the other 
hand, it was considered unlikely that 
they would yield their full face value, 
which was equal to the amount of 
notes issued against them. So from 
the start a special redemption fund 
was set up to meet the ultimate losses 
of the final liquidation, which was 
undertaken by request of the Govern- 
ment, and therefore the Government 
paid into the fund a large 
proportion of the tax paid by the 
banks to the State in respect of their 
note issue in excess of the statutory 
limits. The note-issuing banks con- 
tributed all their net profits above 
established limits, and were called to 
return to the Section all the profits 
made through the re-discount of its 
bills. All sums paid into the redemp- 
tion fund were invested in prescribed 
interest-bearing Government securi- 
ties, and the interest thereof accrued 
to the principal. In addition to the 
above contributions the redemption 
fund was fed by the profits, and a 
portion of the realized assets of the 
Section, which were equally invested 
in the same securities. The liquida- 
tion was expected to be completed by 
the end of 1930, when the above con- 
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tributions would be suspended. The 
liabilities of the Section, or, in other 
words, the notes issued on its behalf, 
are reduced from the highest level 
reached in 1924 of 4,289 million lire 
to about 3,400 million lire, and against 
the said liability the redemption fund 
stands at a grand total of about 1,650 
million lire, most of which is invested 
in Treasury Bills. A_ substantial 
addition to the redemption fund is 
due in respect of the circulation tax 
and excess profits of the note-issuing 
banks for 1926, and it is felt that when 
the 1926 payments are completed, 
the redemption fund will be amply 
supplied to cover the final losses of the 
liquidation or, in other words, that 
the frozen assets still remaining to be 
realized will have an intrinsic value 
sufficient to meet the balance of notes 
still remaining in control of the Section 
after deducting the sum collected in 
the redemption fund. So if the Bank 
of Italy finds that the notes outstand- 
ing on behalf of the Section have an 
effective cover in the assets still to be 
realized, there is no reason why the 
Bank of Italy should not take over 
the position, thus enabling a speedy 


winding up of the Section. With a 
view to furthering this desirable 


scheme, the Treasury has started to 
pay off a first instalment of 500 million 
lire of bills held in the redemption 
fund of the Section, with the result 
that an equivalent amount of notes 
circulating on behalf of the Section 
have been cancelled, and a further 
500 million lire will be paid off in the 
same way by October 31. So by the 
end of October the circulation of 
notes on behalf of the Section will 
show a reduction of 1,000 million lire. 

There can be no doubt that the 
policy or, rather, the action which we 
have outlined is one of drastic defla- 
tion, and that the process is made 
possible by the exceptionally strong 
and liquid position of the Exchequer. 
To reduce a total circulation of about 
20,000 millions by 1,400 millions in 
the course of very few months is a very 
bold step, especially in a country 
where money rates have been abnor- 
mally high since June, 1925, when the 
bank rate was raised to 7 per cent. 
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It is bound to involve hardships and 
to cause a considerable number of 
casualties, especially among the less 
sound, financial, industrial, and com- 
mercial concerns. But this is con- 
sidered a necessary evil on the path 
of economic development and finan- 
cial stability, and, on the other hand, 
the margin which has been left to the 
Bank of Italy for increasing, within 
reasonable limits, the issue of notes for 
strictly commercial requirements is a 
safety valve which should assuage any 
undue pessimism. A very important 
step has also been taken in establish- 
ing a form of control by the Bank of 
Italy over the banks receiving moneys 
on deposit, and requiring them to 
place not less than ro per cent. of their 
yearly profits to reserve until the re- 
serve fund has reached an amount 
equal to 40 per cent. of the paid-up 
capital. Finally, the Bank of Italy 
is to be made more independent of 
Government interference while being 
called to act on behalf of the Treasury 
in the foreign exchange market. 
There are in Italy many interests 
which are opposed to a policy of 
deflation, and there is already a 
tendency to emphasize the serious 
economic consequences which may 
ensue. But the Government are de- 
termined to carry out their policy, 
which may ultimately lead to stabili- 
zation, but at present is clearly 
aiming at a gradual revaluation of the 
lira. The Government hold that the 
valuation of the currency must be 
determined within the country, and 
the people are called to face all neces- 
sary sacrifices in order to circumvent 
influences which may affect adversely 
the lira exchange. To-day the Italian 
Government is in a position, possibly 
more than any other Government, to 
enforce its will, and judging by pre- 
cedents the Italian people are pre- 
pared to face the hardships which 
they are called to bear in order to 
uphold the value of the national 
currency. From a financial point of 
view the process is absolutely sound 
and in any case there is no reason 
why the policy of deflation should not 
be carried out with due regard to the 
circumstances which may arise in the 
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evils of prolonged 


future, so as to minimize 
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inflation. 


Mr. Wells on Bankers 
ERTAINLY the writing of en- 
cyclopedias should be scheduled 
asa dangerous tri ide. The latest 
casualty is Mr. H. G. Wells. He has 
written another. What chiefly con- 
cerns us is his reference bankers. 
His trouble is omniscience, the en- 
cyclopedist’s most necessary attri- 
bute. The worst of it is, no one human 
being can be omniscient. Mr. Wells 
is a great and omnivorous writer. He 
seizes and charms; he has the gift of 
the gab, and a real reforming interest 
in everything. He has suffered in 
order to be beautiful ; but he is not yet 
omniscient. So he says about ban- 
“They take money for granted, 
takes rats, when they see 
the profession is a 

The spider 


kers : 
as a terrier 
it they go for it... 
hotbed of amateurs. 
sucks blood because it wants to do it, 
but banking does it because it does 
it.”” It reminds one of that other fall of 
his, when he came across some people 
called Greeks, of whom he had never 
heard, and to whom he took a natural 
dislike. So with bankers, of which 
profession he has obviously only met 
the American and Continental varicty. 
The English banker does not “go in” 
for money. He has usually been so 
rich for two generations at least that 
he doesn’t mention money. There is 
none of the eight-per-cent. hunger, 


and the eagerness to foreclose upon 
security that characterizes other 
nations. 

Again, amateur is not the word. 
Inheritor is the word. The bank 
directors who now stand in their 
fathers’ shoes have not made the 


present banks, because no new bank 
has been set up in England for nearly a 
century. Their attitude is that of the 
squire of some seaward parish, whose 
father has built a sea wall at his own 
expense, and now expects the parish 
council to levy a rate to keep it up. 
Fifty vears ago, when credit was by 
no means stable and permanent, the 
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private banker defended it with his 
character. Nowadays the thing is 
there, and he expects the public to 
help hold it up. There is something 
in it. Mr. Wells can never have met 
him. 


Sir Ernest Harvey 

N his comparatively short life Sir 

Ernest Maes Harvey obtained a 

goodly measure of the dignities and 
riches which, though pleasant posses- 
sions, are but a natural and somewhat 
humdrum recognition of an upright, 
useful, and zealous life. He will be 
best remembered for the comprehen- 
sive nature and the warm-heartedness 
which urged him to perform innumer- 
able acts of kindness = generosity. 

Born on January I, 1872, he became 
at the age of twenty-two a partner in 
the banking business of Messrs. Clare 
and Harvey. In 1904 he entered the 
business of Allan, Harvey and Ross, 
bill-brokers, of which he became senior 
member. A few months after the 
declaration of the Great War he joined 
the Royal Naval Volunteer Reserve, 
and after the Armistice served as 
Treasury representative in Archangel. 
In 1919 he was appointed financial 
adviser to the British representative 
on the Inter-Allied Rhineland Com- 
mission, and he was also financial 
adviser to the Austrian section of the 
Reparations Commission. In_ that 
oftice he was able to do great service 
to the stricken and bisected Austrian 
nation. His part in Austrian recon- 
struction was appropriately recog- 
nized by his appointment as Honorary 
Consul-General for Austria in London. 
He was a director of the reconstituted 
Anglo-Austrian Bank, and of the 
Banque des Pays de l'Europe Centrale, 
and for many years he was a member 
of the board of the British Columbia 
Electric Railway Company. 

A mere catalogue of the incidents 
of his career is a poor interpretation 
of the value of a life such as Sir Ernest 
Harvey’s. If he obtained no enduring 
fame he has, at least, left behind him 
a memory which those who were his 
friends will not let die. He was 
greatly beloved, and is as greatly 


lamented, 













The Cost of Industrial Friction 
By the Right Hon. William Graham, M.P. 


Chairman of the Public Accounts Committee, House of Commons 


r NHE prolonged coal stoppage of 1926 has properly 
directed public attention to the appalling cost 
and waste of almost incessant industrial friction. 

But strikes and lock-outs, however tragic, are like the 
majority of Ng or cinematograph entertainments ; 
they are readily forgotten. They encourage an atmos- 
phere like that in which nations tend to drift into war. 
Without thought or reason, with an odd fatalism which 
would never be possible if the cost were brought home 
immediately, and as vividly as possible, to their own 
pockets, they look on strife as inevitable; some quack 
philosophy urges conveniently that things are fore- 
ordained and they must not wrestle with destiny. 

The following table, giving a summary of the trade 
disputes in Great Britain and Northern Ireland from 
1893 to 1925, should brighten some of the wits so 
erroneously put to sleep: 


No. of Total workpeople Working 
disputes directly days lost 
Period. beginning and indirectly in each year. 
of each year. involved. 

Average 1893-97 7 Ne 707 327,200 11,908,000 
,, 1898-1903 .. is 620 210,000 5,084,000 
5, 1904-07 3 ae 424 131,800 2,204,000 

1908-12 oy Ne 608 703,600 14,878,000 
I9QI3 ah ~s 5,459 604,000 9,800,000 
I9QI9 wi ~- 1,352 2,591,000 34,970,000 
1920 ois «s 1,007 1,932,000 260,570,000 
1921 i ale 763 1,801,000 85,870,000 
1922 ~ ie? 576 552,000 19,850,000 
1923 i sy 628 405,000 10,670,000 
1924 oa is 710 613,000 8,420,000 
1925 is ae 601 438,000 7,976,000 


Terrible as this record is, it is not complete. Many 
industrial disputes disfigured the years of war. In this 
table the workpeople directly and indirectly affected have 
been grouped. But very great difficulty attends any 
effort to indicate the loss of time in other industries that 
may be affected. That loss may be considerable. At 
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the end of June, 1921, for example, after three months’ 
stoppage in the coal-mining industry, engineering unions 
making returns to the Ministry of Labour showed nearly 
2 per ‘cent. of their members unemployed compared with 
14 per cent. three months before that date; even in the 
cotton trade the percentage of unemployed increased 
from eight to sixteen. The average loss of working time 
in the twenty-one years ended December 31, 1913, was 
8,737,000 days compared with 27,761,000 days in the 
seven years ended December 31, 1925; in other words, 
on bare statistics, the post-war problem—for the actual 
war period may very nearly be excluded—is three times 
worse than pre-war experience. Which means that we 
are incurring this greatly increased industrial loss when, 
as against pre-war conditions, we have to raise more than 
four times the amount of revenue, and when our National 
Debt has risen from {650 million to £7,760 million. 
Further, the coal stoppage and the General Strike will 
make 1926 a record year in industrial dislocation. In the 
seven months from January to July we have had at 
least 223 disputes, involving 2,736,000 workpeople, and 
in that period the aggregate number of working days lost 
was over 83,000,000. ‘That total includes the numbers 
involved in the coal stoppage, and is revised in accordance 
with the latest official information. Perhaps the gravest 
commentary on its practical application was supplied 
by the gloomy trade statistics of early September, 
showing further increase in imports, and a “heavy slump, 
compared with 1925, in the export and re-export trade. 
Some critics argue that the masses gain by this strife ; 
but in employing an argument of that kind no knave ever 
sought so completely to deceive the people. On an 
analy sis of the workers directly involved in disputes who 
accepted the terms specified in the period from Igro to 
1924 it is seen that in the overwhelming majority of 
cases there was victory for neither one side nor the other ; 
the result was a compromise which almost always was 
described afterwards as a result which might have been 
attained without stoppage at all. In Igto—11 only 9°7 
per cent. of the disputes were settled in the workers’ 
favour and little more than Io per cent. in favour of the 
employer: ; nearly 80 per cent. were compromised. The 
vear 1912, it is true, showed 74°6 per cent. settled in 
favour of the workers, but these figures were materially 
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affected by the coal dispute, the settlement of which 
was mainly in favour of the miners. In the following 
year nearly half of the disputes were settled in terms of 
compromise ; in 1919-20 practically 70 per cent. were 
settled in the same way; in the period 1g21-24 the 
percentage of compromise rose to 83°4; and other 
statistics abundantly justify the recent contention that 
ultimately compromise dominates the situation. Pos- 
sibly before the close of the industrial tragedy of 1926 
we shall be able pathetically to review the settlement 
and agree with one another—almost too late—that better 
terms could have been obtained, without dislocation at 
all, in the first days of memorable May. With very great 
force it has been argued that on a careful review of the 
period between the armistice and the end of 1925 British 
labour did not, on the whole, gain a great deal from the 
use of the strike weapon. In the pre—1921 period, when 
trade enjoyed hectic and artificial prosperity, the workers 
had some tactical advantage, and they obtained a share 
of the increased proceeds of industrial enterprise; but 
even to that experience there was the impressive exception 
of the ironmoulders’ dispute. Since 1921 trade unionism 
has been on the defensive; its effort has been described 
as a series of rear-guard actions, in a quite understandable 
desire to preserve as much as possible of the advance of 
the war period, and to resist an inroad upon real income 
at a time when prices fell with aggravating caution. 
But these figures make clear one or two facts of the 
greatest public importance to-day: (a) The community 
as a whole suffers terrible and, possibly, irreparable 
loss; (6) Neither employers nor workers win, since 
compromise eventually commands the field; (c) The 
friction adversely affects large numbers of allied trades ; 
and (d) As we shall see, grave damage is done to all 
constructive effort to improve the standard of life. 

This last point is capable of simple analysis. A con- 
siderable proportion of the British electorate refuse to 
be impressed by statistics, however appalling their record. 
The huge figures of the National Debt leave them cold; 
indeed, many of them think that the country must be 
sturdy indeed which can stand such a strain, and, believ- 
ing that all is well, minor prodigality of every kind has 
a fresh run of uneconomic freedom. Possibly the best way 
to reach the heart and the conscience of that section 
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fields. For more than a million miners 


to coal production and use; there at | 
people will feel the immediate effects. 
dependent on wages or on dividends in t 


has indicated the postponement may 


cate that unfortunately there are no 


receipts on the present scale of taxation. 
of the Budget may survive, although even 


that while remarkable things have been 


output of the country’s industries, which 
further reduction of the standard of livi 
Imports tend at times to increase, as they 
Great Britain tends to incur debt abroad. 


overseas capital, there must be restriction 


of the people is to show that all this dislocation and strife 
involves a steady wearing away of the standard of life 
for the population regarded as an economic unit. Notice 
the immediate effects of the 1926 stoppage in the coal- 


it means direct 


loss of income; in turn many of the comforts which even 
partial employment would procure must be forgone. 
Probably three to four million people are directly affected 
in this way. The loss extends to the industries adjacent 
ast two million 


For the people 
hose industries, 


for all who have achieved any form of share-holding or 
of ownership, there is curtailment of income. Additions 
to aggregate capital which would otherwise have been 
practicable are prevented; as a recent banking review 


carry the loss 


far beyond the remaining life of the saver. This loss 
in personal income and stagnation in industry reacts 
on the Government of the day. All recent returns indi- 


countervailing 


reductions in national expenditure ; but this loss means in 
practice almost immediate reduction in Government 


The balance 
that now seems 


very unlikely this financial year; if it does not there will 
be, in the absence of special provision, probably smaller 
allocation to the reduction of debt. And very recent 
analysis of the position of national indebtedness proves 


done since the 


conclusion of the war we are, so far as aggregate indebted- 
ness is concerned, practically standing still; some of our 
conversion effort has proceeded on terms of heavy dis- 
count. Side by side with this depressing experience 
statisticians observe a steady shrinkage in the total 


of itself makes 
ing inevitable. 
are doing now; 
This year, it is 


said, we cannot hope for the normal large additions to our 


of our invisible 


exports. And at home the failure to add to personal 
capital as we might have done is merely another way of 
saying that we shall fall short in additions to, and improve- 
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ments of, the real capital of the nation, its houses, factories, 
roads, and all the forms of equipment for the dissemination 
of the necessaries and the luxuries of life. On the surface 
these tragedies are not so easily traced; but go behind 
into the factories, and meet the failure to devote as much 
as is necessary to the renewal, the improvement, the 
extension and the modernization of plant. Remember 
that Germany during the period of inflation had remark- 
able opportunities of getting rid of industrial debt ; recall 
that the United States of America (while by no means 
free from industrial friction) is making enormous progress 
in standardization, simplification, and almost every form 
of industrial evolution; and it must be plain that Great 
Britain, with the war burdens of half the world round her 
neck, cannot afford to lose a single pound. 

In many respects the position is critical. Early last 
century Britain had established a remarkable position 
as a highly industrialized State. By the last quarter of 
that century other countries were overtaking her. Then 
came the phase in which her share of world trade tended 
to show a diminution, although there was increase in the 
absolute volume of her production. Since the war her 
position has been stabilized, if such a phrase is permissible 
where ebb and flow are ever the characteristics. But it 
has been said that if she can retain her 14 to 16 per cent. 
of the world’s trade the interests of her manufacturing 
population will be advanced by any development which 
tends to increase the sum total of that trade. In the 
midst of recurrent and exhausting industrial friction have 
we the slightest chance of such an advance ? Ultimately 
every man and woman must have the right to withdraw 
his or her labour if the terms are unfair; anything else 
would be bondage. That, however, is not all. Much of 
what passes for industrial negotiation is blind or half- 
blind; it is mere manceuvre for position. Arbitration 
and conciliation can be raised to great heights, when 
they proceed on ample instruction in all relevant economic 
and social facts. And be it observed that peace is essen- 
tial to any form of industry and commerce, privately 
owned, run by public corporation, or even in the more ad- 

vanced forms of public ownership which many Socialists 
envisage. The greatest tragedy of all is that every day 
large numbers of our people. are engaged, consciously or 
unconsciously, in the destruction of the common asset. 
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The Proposed Reserve Bank 
of India 
By R. Langford James 


Director of the National Bank of India 


UCH interest has been aroused in this country 
by the recommendations contained in the able 


and instructive report, recently issued by the 
Royal Commission on Indian Currency and Finance. 
Recommendations regarding the advisability of “‘ pegging’”’ 
the rupee at about Is. 6d. had been anticipated but to 
many the proposal to institute a Central Bank in India 
came as a surprise. 

The present currency standard, which links the rupee 
to sterling, is to be replaced by a gold bullion standard, 
which provides an “ absolute gold standard ”’ and which, 
it is claimed, will fulfil the conditions, essential to India, 
of stability, simplicity and certainty. 

Up to the present time the currency has been managed 
by the Government of India Currency Department, 
assisted, doubtless, and advised by the governors and 
officials of the Imperial Bank since that institution came 
into existence in 1921. This system, the Commission 
consider, should not be permitted to continue, their 
objection being that ‘‘ the evidence has clearly brought 
out the inherent weakness of a system in which the 
control of currency and of credit is in the hands of two 
distinct authorities whose policies may be widely diver- 
gent, and in which the currency and banking reserves are 
controlled and managed separately one from the other.”’ 
They suggest, therefore, the establishment of a central 
banking system, such a bank to control both currency 
and credit. 

As was to be expected, of course, the Commission 
turned their attention first to the question of the suit- 
ability of the existing premier bank in India, the Imperial 
Bank of India, for the work intended. And they decided 
against the suitability of this concern. Instead, they 
recommend, by a majority of nine to one, the establish- 
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ment of a new bank, founded on the lines of the central 
banks of other countries and to be named The Reserve 
Bank of India. The dissentient was Sir Purshotamdas 
Thakurdas. 

In a country, such as our own, where democratic 
government has held at least nominal sway for centuries, 
“the Government ’”’ has an entirely different meaning 
to the ordinary citizen to what this word conveys to 
the inhabitants of India. There, in spite of the “ boons ”’ 
conveyed by the Reforms, government of the people 
by the people is a wholly foreign idea, in fact such a 
formula would have no meaning. From time immemorial 
the currency has been managed by the Sircar, the only 
notes in use are “ Sirkari”’ notes, Government currency 
notes. It will be generally conceded, that, taking all 
circumstances into consideration, the currency has been 
managed efficiently. Such is, in fact, admitted by the 
Commission who “‘ recognize the skill with which succes- 
sive generations of officers of Government have developed 
a system of currency in India, and the fidelity with which 
they have administered it.’’ The main objection in the 
past to the management of the currency being in the 
hands of Government was the possibility of ‘“‘ manipu- 
lation,’ and extremist politicians have been wont to levy 
accusations that such manipulation was practised to the 
detriment of India and to the advantage of this country. 
The fact that the Commission, so far from even touching 
on the question of these accusations, can afford to the 
Government the high praise quoted above, is sufficient 
evidence that the system has been administered hitherto 
with satisfaction to the country in general. If this was 
the case with an inelastic currency system which, to some 
extent, lent itself to manipulation, what ground is there 
for considering that administration of the currency by the 
Government is likely to be less satisfactory under the new 
system which, it is anticipated, will provide not only 
simplicity but stability and certainty ? 

The ‘“‘ unchanging East ”’ is not fond of changes. Is 
it not, therefore, sufficient to introduce one change at a 
time, that pertaining to the currency system, while 
leaving the administration of the system, for the time 
being at any rate, in the hands of the present adminis- 
trative authority, the Government of India? To do so 














280 THE BANKER 




























would be to ensure confidence, to take a contrary course 
might have the opposite eftect. 

But the Commission, who have examined the whole 
subject with meticulous care, have unanimously decided 
against such a course. They desire to see the control of 
currency and credit placed in the hands of one authority, 
those of a Central Bank, and there will probably be few 
who do not agree that sooner or later this will prove 
advisable, even if the time is not yet ripe. Let us, there- 
fore, consider a few of the arguments against and in 
favour of the rival claimants, the proposed Reserve Bank 
and the Imperial Bank of India. 

It will be convenient to take first the case of the 
Imperial Bank. This bank came into existence in 
January, 1921, being an amalgamation of the three 
Preside ncy Banks of Be ngal, Bombay and Madras. Its 
operations are circumscribed by the terms of the Imperial 
Bank of India Act, which took the place of the Presidency 
Banks Act. These banks were fine institutions, doing a 
comfortable and lucrative business at the time of the 
amalgamation. If the Government of India did not 
actually engineer the fusion it is at least accurate to say 
that they gave the proposal whole-hearted encouragement. 
Under thet terms of the Imperial Bank Act the Government 
of India reserved to themselves an appreciable share in 
the management of the bank, e.g. they have in their 
hands the nomination of the two Managing Governors 
and of certain other Governors, while the Controller of the 
Currency occupies a seat on the board. Further, the 
Act imposed on the bank onerous conditions, such as an 
undertaking to establish one hundred new branches in 
the course of the first five years of its existence, an 
embargo on the bank engaging in exchange business, etc. 
It seems obvious, that, in return, the bank was to receive 
some concession of value. That concession was that the 
Imperial Bank was to be the sole Government banker and 
was to receive every support from the Government of India. 

The underlying idea of the amalgamation was without 
doubt that the ‘shareholders in the three Presidency 
Banks were merging their established and _ lucrative 
businesses in a partnership in a great Central Bank for 
India. It is inconceivable, in fact, that the boards of 
the three Presidency Banks would have recommended 
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amalgamation to their shareholders—-more particularly 
an amalgamation which carried with it costly and possibly 
irksome conditions—had this not been so. Morally, 
therefore, the claim of the Imperial Bank to be established 
as India’s Central Bank has strong foundation. All the 
onerous and costly conditions of the Imperial Bank Act 
have been carried out faithfully and fully by that institu- 
tion. The bank is already discharging some of the 
functions of a central bank, e.g. it is the sole Government 
banker, it manages the Public Debt Department of the 
Government of India, to it is entrusted the management 
of Government loan issues, and with it are deposited the 
surplus balances of the other banks in India. 

Intimations have already been made in India that the 
passing over of the claims of the Imperial Bank in favour 
of a new Reserve Bank would lay the Government of 
India open to a charge of breach of faith towards the 
proprietors of the Imperial Bank. And while this is, 
perhaps, putting the case somewhat high, it must be 
admitted that the charge would contain a measure of 
truth. But whatever may be the position in this respect, 
the obvious reply of the Government would be that their 
first duty is to the country, and consequently it is impos- 
sible for them to ignore the recommendations of the 
Royal Commission. 

The Commission’s objection to entrusting to the 
Imperial Bank the care of the note issue is that it is not a 
correct procedure to hand over to an institution con- 
ducting an ordinary, commercial banking business the 
control of the currency organization of the country. At 
the same time they lay stress on the urgent desirability 
of combining, in the hands of one institution, the control 
of the currency and of credit. Obviously it would be 
possible for the new Reserve Bank to control the currency 
but what of credit? The banking system in India is 
practically in its infancy, and India is a continent. There 
is only one bank that can be said to be represented 
throughout the length and breadth of India, and that is 
the Imperial Bank. So far as credit can be said to be 
controlled in a country of such vast size, it has hitherto 
been controlled by the Imperial Bank, backed, in times 
of stress, by the Government of India through the control 
of the currency. Surely, if it is considered imperative 
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that the control of both currency and credit should be 
with one authority instead of with two, working in close 
touch with one another—as have the Government of 
India and the Imperial Bank during the past five years— 
it would be safer to select as that authority one which 
already commands the confidence of India rather than 
that the risk should be taken of creating an institution 
which would be entirely novel to the country. 

Experience of the results of the close co-operation 
between the Imperial Bank and the Government has so 
far been such as to justify the anticipation that the control 
of the currency could be left in the hands of the bank with 
safety. But, if considered desirable, to meet the objections 
raised by the Commission, it should not be a difficult 
matter to devise safeguards which would operate against 
any possible attempt on the part of the Imperial Bank to 

manipulate the currency primarily to its own advantage. 

Having discussed the moral and practical claims of the 
Imperial Bank to be constituted the Central Bank in 
India, let us consider some of the practical difficulties that 
would attend the constitution of a new Reserve Bank. 

In that the population is comprised of a few very rich 
men and a vast number of very poor individuals, India 
may be called a poor country, certainly not one that can 
afford to spend money needlessly. And though the Com- 
mission have not discussed the question of cost, a Reserve 
Bank, working side by side with the Imperial Bank, must 
entail additional expenditure on buildings, on manage- 
ment, and on staff. It is anticipated that outside the 
Presidency towns—to which in time would be added 
probably a few of the more important up-country centres 

-the Imperial Bank would act as the agent of the Reserve 
Bank. As the Imperial Bank is the only institution in 
existence that could so act it is to be presumed the 
bargain it would drive with the new institution would be 
one favourable to its shareholders. This would of 
necessity add to the cost of maintaining the Reserve Bank. 

One of the main difficulties confronting the Reserve 
Bank would be to find suitable governors and suitable 
local Loards. The Commission propose that no governor 
nor member of a local Loard should be associated with 
any other bank, neither should he be a member of the 
Central or Provincial Legislatures. The number of 
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individuals in India competent to act as bank directors 
is not large, and the field of choice is so narrowed by the 
proposed restrictions that considerable difficulty would 
be experienced in finding men of sufficient standing. 
It is necessary to emphasize this difficulty for obviously 
the prestige of the Central Bank must stand high, and 
without governors and boards of unimpeachable position 
confidence in the new bank would be lacking. The 
advantage of possessing such governors and such boards 
is already enjoyed by the Imperial Bank. 

The Commission lay stress—and advisedly so—on the 
necessity for eliminating any possibility of political 
pressure being exercised on the boards of the Reserve 
Bank. Those who know India will admit that this is 
easier said than done, and it must be conceded that in 
the East, where intrigue is as the breath of the nostrils, 
this is likely to be an ever-present danger to such a 
concern as the Reserve Bank. 

To those who know the competition there is in India 
for Government appointments, and the general satisfaction 
that is felt at any possible multiplication of such, it will 
be patent that the inauguration of a new bank, of a quasi 
Government order, would be regarded with pleasure. It 
is not unlikely, in fact, that the scheme might meet with 
support in the Legislature on this ground alone, unless, 
perhaps, it were realized that a corresponding reduction 
in the senior appointments, at present open to Indians, 
in the Imperial Bank, would be a not improbable corollary. 

A minor point that arises out of the discussion is the 
question of the bank rate. The present Indian bank 
rate is not a discount rate; it is the rate at which the 
Imperial Bank is prepared to grant demand loans against 
deposit of approved securities. The Reserve Bank’s rate 
would be its discount rate, and there would, conse- 
quently, be in existence two bank rates, for presumably 
the Imperial Bank would continue to quote its rate. 
Such a point might be of little account in this country, 
for example, but in India, where the majority of the 
people are uneducated and unversed in Western methods 
of business, confusion would frequently result. 

While it may be said that such control of credit as 
exists in India is in the hands of the Imperial Bank, 
through its widespread ramifications in the country, 
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how will it be possible for the Reserve Bank to arrive at 
the same result ? The exchange banks usually find it 
more advantageous to draw their funds from London. 
It is probable the Imperial Bank, freed from the restric- 
tion that at present, under the Imperial Bank Act, 
prohibits it from doing exchange business, would follow 
suit. To ensure a measure of support for the Reserve 
Bank a stipulation is proposed which follows the lines 
of the United States and other systems, that all banks 
and bankers in India should be called upon to maintain, 
with the Reserve Bank, balances equivalent to Io per cent. 
of their demand and 3 per cent. of their time liabilities 
to the public. Incidentally, as the Commission recognize, 
oi suggestion presents difficulties in that it is not an 
‘asy matter to define who among the vast number of 
indies merchants, styling themselves bankers, actually 
carry on a banking business. The result would be, how- 
ever, that the Reserve Bank would find itself in possession 
of a very large sum of free money—for these deposits 
would not carry interest—for which it would be nece ssary 
to find employment. Such a sum would be largely in 
excess of the bank’s subscribed capital. Presumably the 
primary intention of this stipulation is to force support 
from those banks that might otherwise ignore the claim 
of the Reserve Bank to the sole control of credit in India. 
Should this not be sufficient for the purpose the Reserve 
Bank may be given powers by the Governor-General in 
Council to buy and sell bills in the open market, in direct 
competition with the commercial banks. And once this 
power were given it would be established once and for 
all. Whether it would be wise to deter India in times of 
stress, from utilizing cheap or comparatively cheap 
funds, drawn from London, is at least debatable. So is 
the Commission’s desire to foster the habit of drawing 
bills rather than the finance of trade by cash credits. 
The latter system, which is largely in vogue at present, 
has the advantage of a lower cost to the merchant and 
increased security to the banker. 

Presuming the Reserve Bank, even with the additional 
powers that it might be able to induce the Governor- 
General in Council to give to it, were to find itself in the 
position of not being able to control adequately the credit 
of the country—a contingency that must be anticipated 
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as a possibility, for, whatever may be the experience in 
Western countries, the East moves slowly and the “bill 
habit”’ may take long to develop—does it not follow that 
a considerable proportion of the funds in its hands would 
be unemployed ? This would be such an undesirable 
state of affairs that very careful inquiry into the probable 
ability of the Reserve Bank to utilize fully the proposed 
percentages of liabilities, that other banks would be forced 
to place at its disposal under the present scheme, should 
be made before any decision is reached. 

We now come to what is, perhaps, the most important 
aspect of the whole question, the probable effect on the 
Imperial Bank of the constitution of a Reserve Bank. 
In this connection the Commission write : “It may perhaps 
be apprehended that with the creation of the Central 
Bank the Imperial Bank will lose some of the prestige 
which at present attaches to it as the sole banker of the 
Government.’ Now, without doubt, this is understating 
the case; the word “perhaps,” if not others, might well 
have been omitted. To the uneducated or semi-educated 
Indian the Imperial Bank, with its great reputation, and 
the Sircar are practically synonymous terms. Divorce 
the bank from any association with the Sircar, and there 
can be no question but that its prestige must suffer, and 
suffer greatly. Exactly what effect this might have on 
the bank it is difficult to foretell, for the inhabitants of 
India cannot be judged by Western standards, and 
strange things happen in the East. While, therefore, the 
Commission have presented a very strong case for the 
creation of a Reserve Bank—and it is not doubted that 
such an institution might be of advantage to the country 
in some respects—it is not apparent that they have con- 
sidered the possibility of whether the loss of prestige of 
the Imperial Bank might not outweigh in consequences 
the advantages to be gained by the creation of a separate 
institution. 

Another point that has to be considered is the possible 
effect on commercial banking in India in general of 
depriving the Imperial Bank of its present privileges. 
The outlook before the Imperial Bank, shorn in the main 
of Government support, would be such that it would, 
indeed, be necessary for it to develop the “ordinary” 
side of its banking business if results to the shareholders 
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were to remain on the present level. It is not improbable 
that prudence would demand the closing of some of the 
non-remunerative branches and concentration on those 
showing more promising prospects. Such concentration 
would entail keen competition for business—probably 
keener than rival banks would appreciate—for obviously 
a strenuous effort would be made to recoup the share- 
holders for the loss of Government business. Banking 
in India is a more ‘“‘comfortable” business than in this 
country, though competition naturally tends to grow. 
It is debatable whether in such a young country it would 
not be to the advantage of business in general that 
banking methods should develop gradually along present 
lines, rather than that fierce competition should be 
engendered, competition that would be specially detri- 
mental to the local joint stock banks, both European and 
Indian managed. While it is probable the exchange 
banks would be in a position to stand up to any such 
competition it seems improbable that this would be so 
in the case of the local banks which at present cater 
largely for mofussil (provincial) business. 

To conclude, if it is considered essential for India to 
possess a Central Bank, the writer agrees with Sir 
Purshotamdas Thakurdas “That in the special conditions 
of India . . . the ends in view for as far ahead as we can 
see will be better served by developing the Imperial 
Bank of India into a full-fledged Central Bank.’’ What 
appears doubtful is whether the time is yet ripe for the 
inauguration of a Central Bank. In any case a few years, 
more or less, are of little account in a matter of this 
description, which admittedly bristles with difficulties, 
and “‘hurry slowly”’ isa safe motto. A wiser plan than to 
embark on the expense of founding a new Central Bank 
now would be to renew the Imperial Bank Act for a further 
period of years—Government continuing to manage the 
currency in the meantime—during which period the 
question could receive leisured consideration from every 
aspect. To aid in the consideration of such an essential 
matter as the development of India’s banking system 
let us import the unhurried atmosphere of the East 
rather than the breathless rush of the West. India is 
suffering much already from schemes hastily conceived, 
and more hastily brought into being. 
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The Italian Decree Regulating 


the Note Circulation 
(Issued on September 8, 1926) 


ARTICLE 1.—As from September 15, 1926, the Treasury 
will repay to the Banca d'Italia the advances it has made by 
the issue of notes without cover on State account, in the following 
ways :— 

(a) by handing over to the Bank gold currencies equivalent 
to go million dollars, which are valued at 2,500 million 
paper lire; 

(6) by inscribing in the Budget as expenditure of the 
Ministry of Finance yearly amounts of not less than 500 
million lire, beginning with the present financial year and 
until full repayment of the balance of the debt. 





A special agreement between the Government and the Banca 
d'Italia, which the Finance Minister is authorized to conclude, 
will establish the full terms of the regulation mentioned under 
section (a) of this article. 


ARTICLE 2.—By an order to be issued by the Finance Ministry 
rules will be established for the conversion of five and ten lire 
currency notes into silver coins, and for the withdrawal of the 
twenty-five lire notes from circulation, and in the same order the 
dates will be fixed by which the said notes will cease to be legal 
tender or will fall under the statute of limitations. The Finance 
Minister is authorized to take from the Exchequer Fund the 
silver coin which was withdrawn from circulation, following 
the Decree of October 1, 1917 (N. 1550), and to use such coin for 
minting the five and ten lire coins replacing an equal amount of 
certificates for gold deposited abroad held by the Cassa Depositie, 
Prestiti as cover for the currency notes in circulation, in accord- 
ance with the terms of the Agreement of June 13, 1925, with 
the Banca d’Italia. When the withdrawal, the control and 
the cancelling of currency notes is completed, as well as every 
other operation connected with the liquidation of such notes, 
the special Office therewith concerned shall be wound up and 
totally abolished by Decree of the Finance Minister. 
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ARTICLE 3.—The normal maximum limit of the circulation 
of notes issued by the Banca d'Italia, exclusive of those out- 
standing in respect of advances to the Treasury, of the credit with 
the Ordinary Section and Special Independent Section of the 
Syndicate for Advances against Industrial Securities, and of the 
additional issue against the reserve taken over from the Southern 
Banks, is fixed at L.7,000,000,000 as from September 15, 1926. 
Within the said limit the notes in circulation shall be subject to a 
tax according to the existing rules; above that limit and up to 
the figure of L.8,000,000,000, which in no case can be exceeded, 
the notes shall be subject to a tax which will be equal to the 
full discount rate plus 33} per cent. for that part which has not 
a full gold cover; apart from what is contained in Article 1, 
section (a). 

The notes outstanding which are referred to in Article 1, section 
(a), are not to be included in the aforesaid limit and will be 
gradually reduced by a redemption to be effected by the Finance 
Minister. 


ARTICLE 4.—The Finance Minister is authorized to issue 
rules for the execution of this Decree and for whatever is necessary 
for its enforcement. This Decree will be presented to Parliament 
for conversion into law. 


The New Italian Banking 


Decree 
(Issued on September g, 1926) 


ARTICLE 1.—Companies or other bodies dealing in credit 
operations and banking firms in general, either national or foreign, 
which receive moneys on deposit, are subject in addition to the 
rules established by the commercial code, to the rules of the 
present Decree. Such companies, bodies or firms, are inscribed 
in a special register at the Ministry of Finance to be com- 
municated to the Ministry of Economy and to the Bank of 
Issue. 


ARTICLE 2.—Companies, bodies and firms described in the 
previous paragraph cannot start business or open branches in 
the Kingdom, in the Colonies, or in foreign countries unless they 
are thereto authorized by a Decree of the Ministry of Finance 
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issued in conjunction with the Ministry of National Economy 
after having consulted the Bank of Issue. Such companies, 
bodies or firms as are already in existence at the date of pub- 
lication of this Decree must acknowledge their existence at the 
Ministry of Finance in the forms and with the procedure 
established in the regulation to follow this Decree. 

ARTICLE 3.—As from the closing of the balance sheet out- 
standing at the date of application of the present Decree, the 
companies, bodies and firms referred to must set aside yearly 
from profits not less than one-tenth to be applied to ordinary 
reserve until such reserve has reached a ratio of 40 per cent. of 
the capital. The portions exceeding 20 per cent. of the profits 
thus utilized shall be chargeable for income tax at half the normal 
rate. 


ARTICLE 4.—It is compulsory for such companies, etc., to 
communicate periodical returns and yearly balance sheets to 
the Bank of Issue, in a form to be established in the Regulation. 


ARTICLE 5.—The observance of the rules contained in this 
Decree, and of those which will be continued in the Regulation 
which will follow, shall be confined to the Bank of Issue. The 
latter shall provide from time to time for inspections to be carried 
out by its technical personnel, which on such occasions will act 
as public officials, and shall be bound by official secrecy. 


ARTICLE 6.—His Majesty’s Government are authorized to 
issue a regulation for the execution of the present Decree, and, 
moreover, to fix in the same regulation : 

(a) The minimum paid-up capital which is necessary for 
new undertakings intending to receive moneys on deposit, 
according to their respective sphere and character among 
companies or bodies dealing in credit operations. 

(5) The proportion between the paid-up capital and 
reserve and the amount of deposits. 

(c) The other rules intended to protect deposits, including 
those concerning the risks that may be _ reasonably 
conceded. 

(d) The transitional rules for companies, bodies and firms 
already in existence on the date of publication of this Decree 
that should not be in the conditions required by the same 
regulation. 

(c) The penalties to be imposed on transgressors. 
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A Banker’s Diary 


Mid-August to Mid-September 


FOLLOWING the fruitless meeting between the miners’ and owners 
representatives on August 19, the former, at their own request, con- 
ferred with members of the Government a week later. 

Progress his again opened up no new avenue for negotiations. 

of the On September 2, a national delegate conference of the 
Coal Dispute Miners’ Federation authorized the executive committee, 

by a large majority, to make proposals for a settlement, 
with the sole proviso that it be national in scope. The executive 
committee forthwith communicated with the Government with a 
view to its convening a tri-partite conference with the mine owners, 
and this the Government agreed to do. The central committee of the 
Mining Association, while rejecting the Government’s invitation, sent 
representatives to meet the coal committee of the Cabinet on September 
6. At the earnest request of the Government, contained in an ex- 
planatory letter from the Chancellor of the Exchequer, dated September 
8, the district associations were canvassed as to their willingness or 
otherwise to enter into national negotiations through their central 
committee. With one exception the answer was a direct negative, 
expressing adherence to the principle of settlement by district nego- 
tiations only. 

The Prime Minister met representatives of both parties on Sep- 
tember 17, and as a result new proposals were issued by the Government 
the same evening. Although somewhat vague, the principal suggestion 
was that provisional settlements should be negotiated by districts. 
Either party to a provisional settlement involving a working day of 
more than seven hours would have the right to submit to a National 
Arbitration Tribunal, to be set up by legislation immediately after a 
general resumption of work, any matter covered by the settlement 
which was formerly dealt with on a national basis. This would include 
all questions at issue on the subject of wages. The Tribunal would 
have power either to confirm or modify that part of the agreement 
referred to it. 


TueE “Bill further to amend the Indian Coinage Act, 1g06, and the 
Indian Paper Currency Act, 1923, for certain purposes, and to lay 
, upon the Governor-General in Council certain obligations 

Pha in regard to the purchase of gold and the sale of gold 
or gold exchange,” was introduced in the Legislative 

Assembly at Simla on August 23. Consideration of the Bill was 
postponed until the next session, to be held in January, 1927, at 
Delhi. In the meantime the Government of India has reiterated its 
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intention of taking steps to maintain the exchange between the gold 
points on the basis of a parity of Is. 6d. 


For the greater part of two years the Reichsbank has maintained the 

mark at the fixed parity of 4°20 to the $ by the practice of buying and 

selling unlimited amounts of exchange on New York 

— at that rate. On August 23, it suspended this practice, 

xchange ‘ : cae Meer. ee ce 

thus inaugurating freedom of movement within limits in 

the dollar value of the mark. The full gold exchange standard laid 

down in the Reichsbank Act, but suspended for the time being, has not 

yet come into operation, but it is assumed that the Reichsbank will, 

if necessary, take steps by purchases and sales of gold or exchange to 
prevent fluctuations beyond the limits of the theoretical gold points. 


AT a Ministerial Council on August 31, measures were decided on for 
the reduction of notes in circulation in Italy. The $go millions raised 

Italian _— Dy the issue of the Italian loan in New York in November 

Currency and last were immediately to be handed over to the Bank of 

Banking [taly, now the sole bank of issue, in liquidation of 2,500 
million lire of State debt to the Bank. The Government is to apply 
500 million lire annually, beginning with the financial year to June 
30, 1927, to further reduction of the debt to the Bank, a corresponding 
amount of notes to be withdrawn from circulation. In addition, 
twenty-five lire notes to the total amount of 400 million lire will be 
withdrawn before the end of the year, while five and ten lire notes will 
be replaced by silver coins. Further deflation may result from the 
winding up within three months of the syndicate formed to take over 
the liabilities and frozen assets of certain banking concerns which 
failed during the post-war slump. These measures were embodied in 
a decree signed by the King on September 8, which also contained a 
provision that the note circulation for commercial purposes must not 
exceed seven milliard lire, with a possible extension to eight milliards, 
subject to an extraordinary tax, in case of emergency. 

A decree published on September 9 requires that no firm may 
undertake credit operations and accept deposits in Italy without 
Government authorization, while all banks must appropriate annually 
at least one-tenth of their profits to reserves until they have reached 
40 per cent. of the share capital. Further measures of banking control, 
to be exercised by the Treasury through the Bank of Italy, will be 
announced later. 


On August 26 it was announced that the Bank of England had agreed 
provisionally to make a secured advance of £400,000 to the National 
: Bank of Bulgaria, subject to the approval of the League 
een of Nations. This sum is to meet pressing needs in con- 
inance ° . y ° ’ 
nection with the League of Nations’ scheme of refugee 
settlement with the aid of an external loan of {2} millions, out of which 
it will be repaid. The plan, which also involves modifications in the 
statutes of the National Bank of Bulgaria on central bank lines, was 
accepted by the League of Nations Council on September 7. Con- 
ditional upon the loan, the Bulgarian Minister of Finance signed at 
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Geneva an agreement, the terms of which were published on September 
10, to supersede as from April, 1927, the existing arrangement regarding 
the pre-war external debt. Interest will be payable on an ascending 
scale until 1948 in the case of some loans and 1951 in that of others, 
and thereafter at the full rate. The sinking funds will be suspended 
till 1933; half the full amounts will be payable till 1948 and full pay- 
ments will be required thereafter. Should financial conditions in 
Bulgaria materially improve or deteriorate during the period of the 
agreement the Bulgarian Government and the bondholders shall be 
entitled to negotiate for revision by mutual agreement. The new 
scheme is subject to ratification by the Bulgarian Government and the 
accredited representatives of the French, Dutch, and British bond- 
holders. 


On September 2 were announced the terms of a fusion between the 
Anglo-Austrian Bank and the British Trade Corporation. The new 
institution, to be called the Anglo-International Bank, 
Limited, will have a paid-up capital of £1,960,000. Of 
this amount {600,000 will be issued for cash at a premium 
of 66% per cent., the remainder representing the consideration to be paid 
to the vendors. The Anglo-Austrian Bank was founded in 1922 to 
take over the business of the Anglo-Oesterreichische Bank and is 
largely a holding company, owning shares in various continental 
banking institutions. The British Trade Corporation was set up by 
Royal Charter in 1917 and has recently concentrated principally on 
acceptance business. The shareholders of the British Trade Cor- 
poration gave their approval to the scheme at a meeting held on 
September 8. 


Banking 
Amalgamation 


A REDUCTION in the discount rate of the Hungarian National Bank 
by 1 to 6 per cent. became effective on August 26. The 
Bank of Norway reduced its discount rate by } to 5 
per cent. as from September 13. 


Bank Rate 
Changes 


In August and the early part of September the market took its cus- 
tomary siesta. This was concluded by a stirring awaken- 
ing. Three large industria] issues, involving altogether 
some £4} millions of new money, were offered within 
two days and readily taken up. 


New Capital 
Market 


Banking Appointment 


NEW CHAIRMAN OF THE COMMONWEALTH BANK 


Sir Rosert Gipson, K.B.E., has been appointed chairman of the 
Commonwealth Bank of Australia in succession to Mr. J. J. Garvan. 
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The Banks of Czechoslovakia 
By Dr. K. Karasek 


Manager of the Industrial and Agricultural Bank in Prague 


r NHE Czechoslovak territories, from which the new 
State of Czechoslovakia was formed, constituted 
the economic basis of the former Austro-Hun- 

garian Empire. About two-thirds of all the former 

Austro-Hungarian industries were located in the Czech 

regions, and Czechoslovak areas predominated as regards 

agriculture. 

The policy of the former Austro-Hungarian Empire 
was directed towards concentrating economic organization 
in the two capitals, Vienna and Budapest, and these 
two cities formed the natural headquarters of banking 
activities. All centres outside the capitals were regarded 
as provincial, and in such centres it was not easy to 
develop and maintain an independent economic organiza- 
tion or independent banking. Nevertheless, Prague, 
in spite of centuries of neglect, showed considerable 
vitality and unceasingly strove to achieve independency. 
The first bank in Prague was, it is true, only a branch of 
the Viennese Oesterr. Creditanstalt fur Handel and 
Gewerbe, founded in 1857. But it was not long before 
the efforts of Prague to become independent in banking 
matters showed themselves by the establishment of the 
Czech Discount Bank, which was founded in 1863, and 
in 1867 this was followed by the Prague Credit Bank for 
Bohemia. The former of these was associated mainly 
with the Germans in Prague and the latter with the 
higher nobility. In 1868 a few Czechs founded the 
Zivnostenska Bank which is to-day the oldest and largest 
of Czech banks. After the Franco-German war many 
new banks were established in Prague but most of them 
disappeared again as a result of the financial crisis in 
1873. Four of them, however, amalgamated under the 
title of the Czech Union Bank. 

The Viennese financial crisis of 1873 did much to 
hinder the movement to secure independent economic 
and banking organization in Bohemia. This period, 
however, was not entirely devoid of results. For example, 
large numbers of municipal deposit banks on the Schulze 
Delitsch system came into existence, together with savings 
banks in which the surplus monetary resources of the 
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population could be concentrated. Then between 1898 
and 1913 there arose about twenty new joint stock banks 
based upon the Czech endeavours to attain economic 
independence, and during the same period the old banks 
were able to make rapid progress. In this manner the 
Czechs were able not only to counterbalance the pre- 
dominant position occupied by the Viennese banks, but 
some of the Prague banks were even able to extend their 
activities over the whole of Austria, and it is very sig- 
nificant in this direction that the headquarters of the 
German savings banks in Austria were located at Prague. 
There are no precise figures concerning the strength of the 
branches of Viennese banks in the Czech regions during 
that period, but on the analogy of the figures ascertained 
after the war it may be estimated that the money 
deposited in those branches formed only about one-third 
of the total sums concentrated in the independent Czech 
banks. 

At the beginning of the present century, the amount 
of banking capital in the Czech banks which belonged 
to Czech investors formed only about 25 per cent. of the 
total deposits, but by the beginning of the war this 
proportion had increased to 45 per cent., while after the 
war it reached 60 per cent., which nearly corresponds 
to the ratio of the Czech population. 

The war did not produce any detrimental effects on 
the Czech banks, their losses were negligible and their 
deposits were considerably increased by war-time in- 
flation. When the new Czech State was founded it had 
the advantage of an efficient banking system. In 1917, 
on the writer’s initiative, an organization of Czech banks 
had been founded, and when the Republic was established 
it incorporated the German banks and thus discharged 
a useful national service. It had also to deal with the 
Prague branches of six Viennese and two Budapest 
banks. Only two of the Viennese banks gave up their 
branches to native banks, the remaining branches 
formed independent joint stock establishments, partly 
with home and partly with foreign capital. This, of 
course, resulted in an increase in the number of indepen- 
dent native banks. After this adjustment no branch of a 
foreign bank remained in Czechoslovakia, and there are 
only three banks—Anglo-Czechoslovak Bank, Bank for 
Trade and Industry, and the Czechoslovak Banking Union— 
in which foreign capital predominates. It is estimated 
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that the proportion of foreign capital in all Czechoslovak 
banks amounts to about 25 per cent. of the whole. 

According to official statistics the Czech areas (without 
Slovakia) at the end of 1924 contained thirty-one joint 
stock trade banks, of which twenty had a Czech board of 
management, and eleven either a German or a mixed 
German-Czech board of management. The share capital 
of all these banks amounted to 1,868 million crowns, their 
reserve funds to g22 million crowns, and their deposits 
to 21,300 million crowns. Their total resources were, 
therefore, 24 milliard crowns. 

Conditions in Slovakia were so different that it is 
impossible to furnish uniform statistics for the whole 
Czechoslovak State. Hungary had several large banks 
in Budapest while the rural areas were everywhere 
supplied with small banks which attended only to the 
local credit requirements. Accordingly Slovakia. still 
possesses 170 joint stock banks, of which, however, only 
four can strictly be called banks at all. The total 
capital of the banks in Slovakia amounts to only 620 
million crowns, and the deposits to 3,200 million crowns. 
It is obvious that the future of banking in Slovakia 
is dependent upon a carefully applied policy of fusion. 

In order to illustrate the development of banking in 
Czechoslovakia it will suffice to quote a few figures refer- 
ring to the largest banks, as the process of concentration 
has been largely carried out and these banks accordingly 
represent three-quarters of the total banking capital. 
The following table shows the development of the share 
capital and reserve funds (each unit equals one million 
crowns) : 


1g00. 1905. 1910. I9I4. IQI8. 1921. 1925. 
Zivnostenska Bank 29 36 80 =III 109. 314 372 
Czech Discount Bank 23 28 28 29 31 225 = 330 
Czech Union Bank 29 36 63 83 113. 185 330 
Czech Industrial Bank 4 8 32 44 96 193 274 
Anglo-Czechoslovak — - = 189 
3ank 
Prague Credit Bank 7 9 32 41 85 12Q 167 
Bank for Trade and — 106 LOg 
Industry 
Moravian Agrarian 8 15 17 187 TYy 
& Industrial Bank 
Czech Commercial ; gj Iii 
Bank 


g2 117 243 323 541 1,432 2,141 
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The second table shows the total current and deposit 
accounts in the above banks (in units of one million 
crowns) : 

1goO, 1905. Igto. I9t4.1gt8 1g2t. 1925. 
Zivnostenska Bank 103 125 248 295 1,567 4,718 4,073 





Czech Discount 49 71 120 155 392 2,494 2,706 
Bank 

Czech Union Bank gI 22 232 241 754 2,394 2,028 

Czech Industrial 10 31 73 2 488 1,160 1,844 
Bank 

Anglo-Czechoslovak — - - - - 4,147* 
Bank 

Prague Credit Bank 23 32 50 Sr 340—«1,464 —-1,000 

Bank for Trade and —- —- - —- — 959 «1,115 
Industry 

Moravian Agrarian ~- — a 34 418 = = 1,350 829 


«& Industrial Bank 
Czech Commercial ome . 7 
Bank 


862 581* 





276 =. 381 7560 = g08 3,959 15,401 _ 10,523 
* At the end of 1924. 


The above figures clearly indicate the progressive 
tendencies of the Czechoslovak banks during the last 
twenty-five years. At the beginning of the century 
banking capital was insignificant, but during the early 
period of the war it increased very considerably, while 
during and after the war the depreciation of the exchange 
influenced the growth of the figures. Even if we exclude 
the figures relating to the banks which came into existence 
through the transformation of the branches of the 
Viennese banks, the deposits in the same banks increased 
about thirteen-fold as compared with 1914, i.e. to a still 
greater degree than the price index, which at the end of 
1925 was 977. If, therefore, we express the rise in terms 
of the pre-war crown, it still amounts to 40 per cent. 
for the last eleven years. This testifies to the fact that 
thrift in Czechoslovakia has not been impaired by the 
inflation during and after the war, and that confidence 
in the final adjustment of the currency was never lost. 
No other country with an inflated currency can show 
such a result. 

The actual capital of the banks has not increased as 
rapidly as the deposits, for it has not been possible to 
issue as many banking shares as would have been desirable. 
For this reason the proportion between the actual capital 
of the banks and the capital entrusted to them presents 
an unfavourable contrast. Before the war about one- 
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third of the deposits in the banks was covered by their 
own capital, but this ratio has now fallen to one-eighth. 
The adjustment of this defect will form one of the prob- 
lems which Czechoslovak banking must face in the future. 

The work of banks in various countries differs according 
to the manner in which the general economic develop- 
ment has taken shape. In Central Europe the type of 
bank which has developed differs considerably from the 
big English banks. In England industry and commerce 
were widely developed by private enterprise before ever 
the modern bank arose. In Central Europe, however, 
industry has developed only from the middle of the 
nineteenth century, and the prominent banks from the 
very beginning were concerned with the direct support 
and encouragement of industrial undertakings. 

This was the case also in the Czechoslovak area, where 
particularly in the Czech regions the industrial movement 
dates back only to the eighties of last century and where 
most of the factories arose from small beginnings. With 
the aid of the banks numerous industries were established 
and financed as joint stock companies. Bankers placed 
the shares of the companies among their own customers, 
and they themselves acquired large numbers of shares 
in order to maintain a permanent influence on the com- 
pany and, if possible, to make profits by a subsequent 
sale of the shares. This permanent direct relationship 
between the banks and industries is a prominent charac- 
teristic of the development of banking in Czechoslovakia, 
which in this respect differs considerably from English 
banking. 

The following table shows how the most important 
credit items were constituted at the end of 1925 (each 


unit equals one million crowns) :— 
Securities 


Bills and partici- Debts 
Ready and pation in owing to 
cash. Advances. other the bank. 
concerns. 
Zivnostenska Bank 514 857 371 2,743 
Czech Discount 169 197 226 2,508 
sank 
Czech Union Bank 408 278 175 2,201 
Czech Industrial 174 222 335 1,437 
Bank 
Anglo-Czechoslovak 192 125 gI gol 
Bank* 


* At the end of 1924. 
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Securities 
Bills and partici- Debts 
Ready and pation in owing to 
cash. Advances, other the bank. 
concerns. 
Prague Credit Bank 83 IgI 124 1,380 
Bank for Trade and 133 I0I 73 1,027 
Industry 
Moravian Agrarian 31 136 67 800 
& Industrial Bank 
Czech Commercial 74 61 37 508 
Bank* 
1,778 2,168 1,499 13,631 


* At the end of 1924. 

The resources for paying out deposits consist partly 
of ready cash and deposits at the National Bank, and 
partly of supplies of bills which can be re-discounted at 
the National Bank. These resources form nearly one- 
quarter of the deposits. The item of one and a half 
milliards representing securities and participation in other 
concerns includes subscriptions to State loans involving 
600 million crowns, the remainder, amounting to about 
goo million crowns, indicates the extent to which the 
banks participated in joint stock companies, especially 
those of an industrial character. The largest item, 
amounting to about 70 per cent. of the total assets, con- 
sists of credit granted by the banks, and here again the 
bulk represents credits granted to industrial concerns. 
These credits are generally covered by the debtor’s note 
of hand, often also by a mortgaged guarantee, by securi- 
ties, or by pledging of goods. Transactions between the 
banks are carried out by means of a Clearing House, to 
which they all belong, and this adequately replaces the 
English system of cheques. 

The following table, referring to all joint stock banks 
in 1924, shows how various items are distributed over the 
profit and loss accounts respectively (each unit equals 
one million crowns) :— 





Losses. Profits. 
Interest paid aa .. 1,122 Profits brought forward .. 10 
Managing expenses .. 558 Interest received .. .. 1,692 
Taxes and fees... .. 167 Bonuses... - o- ge 
Debts written-off .. a 39 Profitsfrom securities .. 103 
Various... én Pa 28 Various... ia i 40 
Net profit .. nia . a 


2,167 2,167 
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The largest profit item is that derived from interest 
payments—570 million crowns—and from commissions 
chiefly on current accounts. The remaining profit items 
consisting of securities, foreign bills, etc., are not of any 
considerable importance. Since the war the expenses 
have increased considerably and, with taxation, they 
absorb nearly three-quarters of the gross profits. Accord- 
ingly the net profit of 253 million crowns on a share 
capital of 1,868 million crowns is not excessive (133 pér 
cent.). The bank dividends therefore, fluctuate between 
5 and 12 per cent. (the latter being the maximum for the 
three largest banks). 


It will be seen that the character of the Czechoslovak 
banks exposed them to much fluctuation in the value of 
the currency and in the level of prices. Besides various 
losses incurred by the separation of Czechoslovak,currency 
from that of former Austria-Hungary, heavy :losses in 
industrial and commercial claims have been incurred since 
the time when the Czechoslovak crown came into exis- 
tence. In view of the direct connection between the 
banks and the business world, and in view also of the fact 
that since the beginning of 1922 the fall of prices has 
amounted to 50 per cent., these losses will be readily 
understood. In the case of certain smaller banks the 
losses were far more appreciable, and three of them had 
to be wound up with the assistance of the State. This 
crisis led to the passing of several laws, partly to grant 
assistance to banks where exceptional losses have been 
incurred, and partly to intensify the personal responsi- 
bility of those in charge. The application of these laws 
has resulted in an improved banking situation. The 
crisis has been overcome and development can now 
continue towards permanent stabilization. 


The beginning of this new period of permanent 
stabilization coincides with the growth of the Czechoslovak 
National Bank. When the late Dr. Alois Rasin, the 
first Czechoslovak Finance Minister, separated the Czecho- 
slovak crown from the currency chaos of Austria-Hungary, 
he entrusted the management of the independent currency 
to the Banking Office of the Ministry of Finance on the. 
basis of a law which forbade inflation at the expense of. 
State credits. In order to pay off the debt incurred by 
the taking over of banknotes of the Austro-Hungarian. 
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Bank, the yield from a property tax was earmarked, and 
by this means this debt was reduced below five milliard 
Czech crowns. The policy of the Banking Office justified 
itself completely, and in particular from 1922 onwards it 
fulfilled its task of maintaining a firm relation between the 
crown and the gold currency. The purpose of the new 
Czechoslovak National Bank, which was created by 
legal enactment on April 23, 1925, is to maintain the 
achievements and extend the successes of the Banking 
Office, the functions of which it has taken over. 

The Bank began its activities on April 1, 1926, and 
the following is the first statement which it has issued 
(in units of one million crowns) :— 





Assets. 
Supply of precious metals a os + “s a 1,074 
Claims abroad and foreign currencies .. bn ~ oe 1,203 
Other items in ready cash. . “ a a = “ 9 
Discounted bills .. “a ‘ta ‘4 i - - 193 
Discounted securities .. ‘a we win 7 - 20 
Loans on securities ain - we - ar 68 
State debt én vs re ee wi és .. 4,965 

Transactions taken over from the Banking Office for settle- 

ment oe oe ee oe a ee ee wee 704 
Other assets oe we es “* we an ‘i 490 
Total .. a ni 8,726 

Liabilities. 
Share capital (12 million dollars) ‘i ne es - 407 
Circulation of banknotes ‘a a se es as 7,147 
Deposits on current accounts oe oe ee we os 933 
Treasury notes on os si 3 
Other liabilities .. “a oN - és - ws 236 
Total .. bia = 8,726 


In conclusion it may be mentioned that the circulation 
of banknotes has decreased by more than five milliards, 
and the State debt has been reduced by a similar amount. 
The State has acquired metal and bills in foreign cur- 
rencies amounting to 2} milliards. These facts will 
suffice to indicate the progress which the Czechoslovak 
Republic has made towards permanent stabilization in 
its currency conditions. It should be added that the 
National Bank works in full agreement with the other 
big banks for regulating the money market and for 
directing credit policy. 
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Bankers and the Law 


ing case of Alexander Stewart and Sons, Ltd. (in 

liquidation) v. Westminster Bank Limited, we 
are pleased to learn, met a real requirement of those of 
our readers who wish accurately to follow the judgments 
of the Courts on practical problems of banking. We now 
proceed, in accordance with our promise, to extend the 
report of the case to those points raised during the argu- 
ment in the Court of Appeal, but not expressly decided 
owing to the Court preferring to base its judgment on the 
preliminary point under Section 24, that is to say, they 
held that it was a plain case of a signature by way of 
endorsement being unauthorized and, therefore, wholly 
inoperative. The other points to which we refer were 
argued at considerable length, and commented upon by 
the Lords Justices in a way which directs attention to 
important questions yet to be settled in the Courts in 
future litigation. 

To appreciate these points it is necessary to recall 
the salient facts of the case fully set out in our September 
issue. 

Sir John Stewart, as the active director of the plaintiff 
company, had general authority (inter alia) to endorse 
the company’s cheques in the ordinary course of business 
and for the company’s purposes; three such cheques, 
totalling the considerable sum of just over £13,000, he 
endorsed “for and on behalf” of the company, and instead 
of paying them into the company’s account in Scotland 
paid them into his own account at the defendant bank 
in London, and drew against them his own cheques to 
nearly the same amount, cashed these cheques and mis- 
appropriated the proceeds. On liquidation of the com- 
pany the liquidator claimed against the defendant bank 
that they had “converted” the company’s cheques. 
No one doubted that the bank were holders for value 
of the cheques, as they had allowed Stewart to draw 
against them before clearance, and the judge at trial 

” 


; eo report in our last issue of the highly interest- 
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(Mr. Justice Rowlatt) held they were also holders in due 
course and, therefore, gave judgment in their favour on 
that ground. The Court of Appeal, however, decided the 
case against the bank on what Lord Justice Atkin termed 
the preliminary point—a point that struck at the root 
of any title to property in the cheques—namely, the 
operation of Section 24 of the Bills of Exchange Act, 
which makes a forged or unauthorized signature “ wholly 
inoperative.” It was held that Stewart had no actual 
authority to deal with the cheques as he did, and the 
defendant bank was deprived of setting up ostensible 
authority on the admission of their own officials who said 
they did not notice the cheques were the company’s 
cheques, nor treat them as such, but treated them as 
Stewart’s own cheques. Hence there was nothing to 
preclude the company setting up the want of actual 
authority. This decision may (for all we know) go by 
way of appeal to the House of Lords, and in the circum- 
stances of this case there is much argument in it. But 
having briefly recalled the facts so far let us look at the 
other arguments raised against the bank’s contention 
that they were holders in due course. They were these : 

1. That the company was not bound by Stewart’s 
signature by way of endorsement by reason of Section 25 
of the Bills of Exchange Act. 

2. That although holders for value, the bank were 
deprived of the position of holders in due course because, 
in the circumstances, they could not say that they had no 
notice of defect in the title of Stewart from whom they 
took the cheques. 

3. That the Bills of Exchange (Crossed Cheques) Act, 
1906, amending Section 82 of the Act of 1882 puts a banker, 
who credits his customer’s account with the amount of a 
crossed cheque before receiving payment thereof, in the 
position of merely collecting for the customer, and that 
if it turns out that the customer had no title the banker 
is liable in a suit for conversion, unless he can bring 
himself within the protection of Section 82; and that as 
admittedly the bank in this case could not set up “no 
negligence,”’ they could not do that; they could not rely 
on being holders in due course unless they showed that 
they were also protected within Section 82. 
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Taking these arguments in order : 
As to (1)—Section 25 runs as follows : 


‘‘ A signature by procuration operates as notice that 
the agent has but a limited authority to sign and the 
principal is only bound by such signature if the agent 
in so signing was acting within the actual limits of 
his authority.”’ 


It was argued that as Stewart’s actual authority 
extended only to the signing of cheques for the purposes 
and in the ordinary course of the company’s business, 
and did not allow him to deal with the cheques as he did 
do, the company was not bound by his signature. Now it 
seems obvious that if such an argument were held sound— 
the usual mode in which a limited company’s cheques 
are signed would put every one on inquiry as to the actual 
authority of the officer authorized to sign in each par- 
ticular case. Further, it would nullify the now well- 
settled doctrine that, if all is in apparent order and 
according to the regulations, then a person dealing with 
documents of a limited company is not affected by any 
internal irregularity, but may rely on the apparent 
authority being the real authority. In touching on the 
application of this Section, Chalmers (8th edition at p. 88) 
says: ‘‘There is, perhaps, a disposition to narrow the 
rule in the case of Corporations,’’ and cites the Land 
Credit Co. (1869) L.R. 4 Ch. at p. 468. And it is very un- 
fortunate that this point, directly challenged in the 
Stewart case, was not expressly decided. The tendency 
was emphasized in the direction of holding that such a 
signature as the ordinary case of a company director 
endorsing ‘‘for and on behalf” of the company in accord- 
ance with his declared authority so as to make the endorse- 
ment, in fact, that of the company itself, is not “a signa- 
ture by procuration”’ which ‘‘ operates as notice that the 
agent has but a limited authority.” Here is what was 
said in the Stewart case : 

Mr. Justice Rowlatt held the case was not within 
Section 25. 

“A company,” he said, “can only sign by the hand of 
a natural person, one of its officials. Therefore, such a 

¥ 2 
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signature only brings to the notice of a person dealing 
with the instrument so signed that it is the signature of a 
company. It does not bring to his notice that someone 
else is entrusted with authority. Therefore, in the case 
of a limited company, it is not a signature by procuration 
in the sense that it puts a person on inquiry.” The 
learned judge further said: “‘If every time a negotiable 
instrument on which a company is a party, and, therefore, 
necessarily signed by an individual, is to put one on inquiry 
as to the actual authority in the particular transaction, 
there would be almost an end to the safe user of such 
negotiable instruments.”’ 

Lord Justice Bankes said he expressed no final 
opinion on the point as they were deciding the case solely 
on another ground (Section 24), but he could see, as did 
Mr. Justice Rowlatt, a difficulty in the case of limited 
companies and, as it seemed to him at present, to hold 
such a signature one by procuration under Section 25 
would have the effect of abolishing the rule of law 
that if a company’s document is apparently in order, 
and signed in accordance with its prescribed mode 
of operating its business, outsiders may rely upon 
the apparent being the actual authority, having no 
notice to the contrary. He passed the point by with 
those comments, stating that in his opinion it was one of 
great importance. 

Lord Justice Sargant also dealt briefly with the point 
by saying he would be very sorry to think that Section 25 
applied to the case they were considering. 

Lord Justice Atkin said he was glad to be relieved of 
deciding the question, and referred to a subsidiary point, 
which had been argued on behalf of the bank, to the effect 
that in any event a signature by procuration imported a 
technical meaning of procuration confining it to special 
written authority, and that per proc. was not the same as 
“for and on behalf of.”” Reference was made to an Irish 
case, O’Reilly v. Richardson (17 Or. Com. L.R. 74), as 
making this distinction. But, as said in Chalmers (8th 
edition at p. 88): ‘The distinction does not seem to be 
founded on any clear principle, and the case can be sup- 
ported on other grounds.” Lord Justice Atkin cited a 
number of commercial dictionaries to show that procura- 
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tion did not necessarily imply any written authority, 
and that ‘‘ by procuration’”’ meant doing it as a proxy or 
by authority of another and no more. 

So far, therefore, one gathers that “‘by procuration” 
merely imports agency whether expressed by “ppro”’ 
or “per pro” or “‘for and on behalf of.”’ But as regards 
the main point the tendency appears to be clearly not 
to regard an ordinary endorsement of a company’s 
cheque in common form as “a signature by procuration”’ 
within the ambit of Section 25. The question, however, 
remains for express decision in the future. Meanwhile 
bankers and others will, we assume, continue to go on 
as before and not be disturbed unduly by an argument 
which has found no judicial encouragement and, indeed, 
has been adversely criticized so far, although rightly 
pronounced to be one raising an important point. 

As to (2) : How far, if at all, would the circumstances 
of this case amount to notice of a defect in the title of 
Stewart to the cheques. It will be remembered that this 
point, arising on somewhat similar facts, was referred to 
in one of the Underwood cases (1924), 1.K.B. 775. Bar- 
clays Bank there contended they were holders in due 
course, and the same argument was put up against them, 
namely, that in the circumstances of Underwood paying 
company’s cheques into his own private account the bank 
could not say they had no notice of defect in title. Since, 
however, the bank in that case were held not to have 
been holders for value at all in the absence of an agree- 
ment allowing Underwood to draw against the cheques 
before clearance, Lord Justice Atkin expressly reserved 
the point as to notice as not being necessary to decide. 
It was strenuously argued again in the Stewart case and 
was dealt with in the judgment as follows : 

Mr. Justice Rowlatt pointed out that though the facts 
were such as to deprive the bank of the protection under 
Section 82 as they could not plead “‘no negligence”’ when 
it came to a question of ‘“‘notice of defect in title,’ mere 
negligence would not suffice. Nor did the Courts extend 
the doctrine of “constructive” notice to mercantile 
instruments. And he held that the bank had given value 
in good faith and with no notice of any defect in title 
and were holders in due course. 
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Lord Justice Bankes said the contention raised a point 
of great importance, but he was not then prepared to 
express an opinion about it. Some day it would have 
to be decided and the whole of the authorities carefully 
considered. To accept the appellants’ contention on 
that point a new line of authority would have to be started 
and a number of cases distinguished. Lord Justice 
Atkin, while he said the bank were clearly holders for 
value, did not touch upon the point as to notice at all. 
Lord Justice Sargant also advisedly put the point aside 
as unnecessary for decision then, but he did emphasize 
the warning that in view of the language of Lord Esher 
in Brunton v. English and Scottish Mercantile Invest- 
ment Co., “notice” in the case of mercantile documents 
has to be much clearer than is the case in situations 
affecting equitable doctrine where ‘constructive’ notice 
is introduced. There must be something more than 
negligence—either express notice of some defect, or 
wilful and deliberate failure to inquire with a view to 
avoiding some defect suspected to exist. Negligence may 
be some evidence towards establishing ‘“‘notice” but of 
itself is not sufficient. 

Surely, on the facts of the Stewart case, it could 
scarcely be open to serious doubt that Mr. Justice Row- 
latt’s decision was right on this point. There was, of 
course, express notice on the face of the cheque that it 
was payable to the company; it was duly signed by way 
of endorsement by the properly authorized person so to 
sign. Did the facts that the company had no account 
at the defendant bank, and that Stewart was paying it 
into an account operated by himself personally, constitute 
any notice of defect in title? As regards the true owner 
the bank was not free from negligence in refraining from 
inquiry. But what notice of defect in Stewart’s title 
had they within the rules hitherto acted upon in applying 
the doctrine of “notice” to negotiable instruments ? 

As to (3) : This may be deemed, we think, a hopelessly 
bad contention. Each member of the Court of Appeal 
repudiated it in terms. Lord Justice Atkin states the 
contention to be that the effect of the Amending Act of 
1906 was to limit a banker’s protection to that given by 
Section 82, so that a banker could not be protected at all 
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even though a holder for value, unless in addition to the 
requirements of Section 29 as to constituting a holder in 
due course he added proof that he dealt with the cheque 
without negligence. The learned Lord Justice proceeded : 
“T cannot agree with that contention. If they (the bank), 
in fact, had given value in some other form it could not 
be suggested. But it is said that when they gave value 
in the form of crediting the cheque at once to the cus- 
tomer’s account that that form of becoming a holder for 
value is one that is contemplated by the Act of 1906, and 
the protection is thereby cut down to that afforded by 
Section 82. That is to say, not only must they give value 
without notice of defect in title and in good faith, but 
without negligence. It was never intended by the Act 
of 1906 to cut down the rights of the holder in due course.”’ 
The Lord Justice added that it might be—though he did 
not decide the point—that the Act of 1906 is confined to 
cases where the bank, in fact, credit the cheque at once 
without, however, becoming holders for value. It is 
interesting in respect of this last suggestion of Lord 
Justice Atkin to observe that in the case of Sutters v. 
Briggs (1922) A.C.1, at p. 17, Lord Birkenhead L.C. 
takes a different view, remarking that the Act of 1906 
“confers the same protection upon bankers who by their 
action have made themselves not only holders, but holders 
in due course.”” Obviously if a banker is holder in due 
course he does not need the plea of Section 82 for his 
protection at all. Without, therefore, stressing the exact 
effect of the amending Act of 1906, it is sufficient to say 
that whatever else it may turn out to be in any future 
case it is not likely it will be held to in any way cut down 
or limit the protection of the banker. It enlarges the 
ambit of Section 82 and cannot be held in any way to 
affect the position of a banker who can successfully 
establish that he is a holder in due course. 

Having reviewed these various contentions it is to 
be regretted that the Court of Appeal did not see fit to 
pronounce positively upon them. But it is of considerable 
interest and importance to report upon them that bankers 
may realize the kind of arguments that are set up against 
them in these troublesome cases, and to indicate the 
tendency of judicial utterances thereupon. 
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Banking in America 


By Our American Correspondent 





American Co-operation with Europe.—During the pro- 
gress of the Great War amazement was frequently 
expressed at what was called German _ psychology. 
No one could understand how a-nation so intelligent as 
Germany could have perpetrated the long series of 
blunders which had the effect of multiplying the enemies 
of that country. At present there is corresponding 
astonishment on this side of the Atlantic as to the psy- 
chology of some other countries. Surely, if there was one 
lesson to be gained from the war’s sad experience, it was 
that of a recognition of the interdependence of nations, 
and the desirability of cultivating good will. We have 
no Mark Tapleys here who can extract any sunshine 
from the Balfour Note or the Clemenceau Letter. These 
documents have set back the progress of American and 
European co-operation by many years, if they have not 
permanently destroyed the hope of such co-operation. 
It ought to be understood that messages of this character, 
whatever their influence on domestic politics in the 
countries from which they emanate, have precisely the 
opposite effect in America from that which their authors 
evidently purposed. As a matter of fact, the American 
attitude on the debt question was never so unyielding as at 
present. 

The best hope for a more tolerant attitude was to be 
found in the prompt acceptance of the proposals reached 
by our Debt Funding Commission and the various repre- 
sentatives of the debtor countries. The longer this 
ratification is postponed the less hope will there be for 
any early softening of the American position. 

There is, nevertheless, a very respectable body of 
expert opinion here that at no distant day the whole 
debt question will have to come up for re-examination 
and revision. But, as an indispensable prerequisite of 
any such action, the validity of the debts must be acknow- 
ledged and steps taken to meet them, as an evidence of 
good faith on the part of the debtors. 
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Continued American participation in European financ- 
ing in a large way can hardly be expected if leading 
Governments are unwilling to recognize their obligations. 
Could this hearty participation, on a large scale, be 
assured, it would go far towards relieving economic 
tension in Europe. Americans have been almost childishly 
eager to join with Europe in the work of reconstruction, 
but their enthusiasm has been checked by the apparent 
unwillingness of certain countries to meet existing 
obligations. 

American Bankers’ Association Convention.—The fifty- 
second annual convention of the American Bankers’ 
Association will be held at Los Angeles, California, 
on October 4, 5, and 6. Although for the majority of the 
bankers who may attend this meeting a railway journey 
of from 2,000 to 3,000 miles will be necessary, it is, 
nevertheless, expected that the attendance will be large. 
To show the importance which bankers attach to these 
annual gatherings, it may be mentioned that at the 
New York convention in 1922, there were present I1,503; 
at Chicago, in 1924, 7,083; while at Atlantic City, last 
year, there were 3,942 present, which is about the average 
attendance in recent years. 

Further importance attaches to these meetings from 
the fact that the American Bankers’ Association com- 
prises a membership of upwards of 20,000, or more than 
two-thirds of all the banks in the country. 

Among the subjects likely to come up for discussion 
at Los Angeles will be that of branch banking—a matter 
upon which Congress attempted to legislate at its last 
session, but without success. Considerable opposition 
to the pending bill arose in the State of California, where 
what is known as State-wide branch banking, as dis- 
tinguished from city branch banking, has had a remark- 
able growth. This opposition arose from the attempt of 
the bill to limit this extension of branch banking, so far 
as relates to banks having membership in the Federal 
Reserve System. Congress lacks the power to prohibit 
branches of the State banks, but may limit the number of 
branches of such of the State banks as elect to join the 
Federal Reserve System. 

Not improbably the financial and economic relations 
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between Europe and the United States may also find a 
place on the programme. This is especially likely since 
the convention meets at Los Angeles, where resides Mr. 
Henry M. Robinson, president of the First National Bank 
of that city, and prominently associated with the Dawes 
Commission. There has been a tendency among the 
bankers, especially in the higher circles, to look more 
leniently upon the European situation than do the 
majority of the people of the country. On the other 
hand, the general policy of the American Bankers’ 
Association is to keep clear of controversial political 
questions as much as possible. 

A more profitable line of discussion would be found 
in an attempt to devise some workable plan by which 
England and America could co-operate in the work of 
European restoration, for in this direction undoubtedly 
lies the greatest safety for American investors, and the 
best assurance of a restoration of European prosperity. 

Currency Circulation in America.—Perhaps no country 
in the world has as many different kinds of money in 
circulation as may be found in the United States, and 
although some of these forms of money are both archaic 
and unscientific, they are, nevertheless, retained in the 
circulation with surprising tenacity. As a _ practical 
matter, while these various forms of currency are secured 
in different ways, this does not affect their utility as a 
part of the hand-to-hand circulating medium, although 
not all of the paper circulation is available for use as 
bank reserves. For example, Federal Reserve Notes and 
National Bank Notes may not be counted as legal re- 
serves for National banks, whose legal reserves, as a 
matter of fact, must all be in the form of credits with the 
Federal Reserve banks. But even prior to the institution 
of the Federal Reserve System, the notes referred to 
were not available for use as legal reserves of the National 
banks. This limitation did not heretofore apply to their 
employment as legal reserves for State banks, nor does it 
apply at the present time. 

From a recent study of the country’s currency under 
the Federal Reserve System, published by authority of the 
Federal Reserve Board, some interesting facts in regard 
to this subject are obtained. It appears from this 
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study that in recent years gold, in the form of certi- 
ficates, has been gradually assuming a more important 
place in the circulation, while the use of Federal Reserve 
Notes has been decreasing. Between July 1, 1922, and 
June I, 1926, gold certificates in circulation rose from 
$173,000,000 to $1,074,000,000, while during the same 
period Federal Reserve Notes declined from $2,139,000,000 
to $1,694,000,000. In other words, in this four-year 
period, the circulation of gold certificates increased over 
$900,000,000, and Federal Reserve Notes decreased by 
about half this amount. Other kinds of currency and 
coin during this time remained fairly constant, increasing 
by only $39,000,000. 

During the war, the Federal Reserve banks, in order 
to build up their reserves so as to be able to meet the 
demands of war financing, retained gold certificates paid 
in, meeting subsequent demands for currency by paying 
out Federal Reserve Notes. In the past four years this 
policy has been reversed, increases in the demand for 
currency being met by paying out gold certificates. 
This resulted in a reduction in the volume of outstanding 
Federal Reserve Notes, and made a corresponding reduc- 
tion in the liability of the Federal Reserve banks on this 
account, so that notwithstanding the fact that in the 
four years the Federal Reserve banks paid out some 
$900,000,000 in gold, their total reserves suffered a loss 
of only $200,000,000, owing to net imports of gold, which 
partially offset the gold paid into circulation. The per- 
centage of total reserves to deposit and note liabilities 
combined fell only from 77°9 on June 30, 1922, to 74°3 
on June 2, 1926. 

Of the country’s total circulation 15 per cent. consists 
of coin, and 85 per cent. paper. The collateral back of the 
paper varies, gold and silver certificates being secured, 
respectively, dollar for dollar by gold and silver held in 
the Treasury for their redemption. There is also a gold 
fund of $154,188,886 in the Treasury for the redemption 
of United States Notes. National Bank Notes are 
secured by the deposit of United States Bonds bearing 
the circulation privilege, or by lawful money deposited 
with the Treasury for the retirement of notes. Federal 
Reserve Notes are secured by gold and collateral eligible 
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under the Federal Reserve Act. The volume of Federal 
Reserve Bank Notes (which must be distinguished from 
lederal Reserve Notes) and of Treasury Notes of 1890 in 
circulation is small, and both are in process of retirement. 

It appears that, while the volume of Federal Reserve 
Notes largely exceeds the National Bank Notes, the 
latter are being displaced but slowly. At the beginning 
of 1914, shortly after the Federal Reserve Banks got 
into operation, the National Bank Notes outstanding 
amounted to $757,000,000. Toward the close of that 
year and for several months thereafter, this amount was 
increased, but by April, 1916, the volume gradually 
declined to $758,000,000, or about the same figure 
reported at the beginning of 1914. The increase in the 
months named was due to a currency scare following the 
outbreak of the war in Europe. By June 1 of the present 
year there was a further falling off of these notes to 
$660,000,000. Largely as the result of the maturing of 
the United States Bonds, on which the notes are based, 
there was a decline of about $70,000,000 in National 
Bank circulation during the year 1925. 

The Federal Reserve Act contained rather elaborate 
provisions for retiring the National Bank Notes, but 
they did not work out well in practice, and the figures 
already given indicate that the volume of these notes has 
been reduced but little since the taking effect of the Federal 
Reserve Act. Demands for additional circulation, which 
have been large, have been met, however, by the issue of 
Federal Reserve Notes and gold certificates. National 
Bank Notes will probably be retained in the circulation 
until the United States Bonds, on which their issue is 
based, gradually mature and are paid off. Bonds issued 
during the war are not eligible as a basis for bank 
circulation. 

Another persistent element in the circulation appears 
in the form of United States Notes—the old “‘ greenbacks,”’ 
issued during the Civil War. There are about $300,000,000 
of these in circulation, and Congress, since 1878, has 
forbidden their further reduction. There are silver 
certificates in circulation to the amount of $370,000,000, 
and during the war the volume might have been reduced 
(and was, in fact, temporarily reduced) by $200,000,000, 
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owing to the sale of silver to the British Government for 
use in India, but the former volume of these certificates 
was restored at the first opportunity. 

It will be seen that the United States has quite a 
varied assortment of currencies, some of which might 
be dispensed with to the country’s advantage. 

Concentration of the Acceptance Bustness.—Some figures 
recently made public by the American Acceptance 
Council show a marked tendency of the bankers’ accept- 
ance business to become concentrated in the hands of a 
small number of the banks of the country, the New York 
banks being far in the lead. On June 30 a survey of out- 
standing acceptances was made, at which time fifty 
banks reported $550,000,000 out of a total of $621,000,000 
for the entire country. On April I, 1920, the whole 
number of banks reporting outstanding acceptances was 
450, while there were only 173 that reported any out- 
standing on a similar date of this year. But while the 
number of banks reporting acceptances fell off by 277, 
the volume of acceptances outstanding was approximately 
the same ($800,000,000) on the two dates. 

Heretofore over thirty cities reported substantial 
acceptance portfolios, but now eight cities have about 
go per cent. of the total volume, and these eight cities 
are all that are represented in the list of the fifty largest 
accepting institutions. Of these fifty banks, thirty-two 
are in New York, seven in Boston, three in Chicago, two 
in Philadelphia, two in New Orleans, two in San Francisco, 
and one each in Cleveland and Minneapolis. 

Even though there is a large amount of export business 
originating outside the cities named, the banks seem to 
prefer handling this business through their correspondents 
in the larger financial centres, where the banks have the 
greater experience and have well-equipped foreign depart- 
ments. This is striking evidence of the fact that as one 
travels westward from the Atlantic seaboard the interest 
in foreign countries rapidly diminishes. Perhaps this 
would not be so if the cotton planters and the producers 
of grain and meats understood what an important part 
foreign markets play in sustaining the demand for these 
products and in maintaining prices. But this influence 
seems not to be well understood. Their domestic business 
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is so much greater than their foreign business that 
the interior banks can hardly be censured for paying but 
little attention to the latter. Such foreign business as 
they have they can probably handle more satisfactorily 
to their dealers by utilizing the facilities of the banks in 
New York, Boston, Philadelphia, and a few other leading 
centres. 

The total acceptances outstanding in June, 1926, were 
$621,000,000, compared with $821,000,000 in December, 
1924. 
The Business Outlook.—While some recession in con- 
struction now appears probable during the remaining 
months of the year, production and trade continue active 
in most lines. Just at present we have more to fear from 
over-confidence than from any immediate prospect of a 
business slump, an opinion which receives support from 
recent spectacular movements in the New York Stock 
Market. Reports of better showings by the railways, in 
respect of net earnings, constitute a solid basis for con- 
fidence, as does the favourable crop outlook. The pre- 
dicted falling off in automobile production seems to have 
been postponed, the demand for cars being apparently 
insatiable. Most other lines of industry are active; and 
the textile mills, which have had a dull season for some 
time, are becoming busier. 

There was an advance recently in the call rate for 
money in New York, but funds for commercial purposes 
are abundant at fair rates. 

Reports of numerous bank failures in recent months 
are to be largely discounted, since the institutions that 
failed were in remote districts and their resources com- 
paratively small. These failures have had no effect upon 
the general banking situation of the country, which is 
sound beyond question. At the moment the outlook for 
active production and trade during the remainder of the 
year is decidedly promising. 
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The National Savings Movement 


By Major-General the Right Hon. J. E. B. Seely, 
C.B., C.M.G., D.S.O. 


Chairman of the National Savings Committee 


HE National Savings Movement springs from the 

spirit of public service that is a potent factor in 

our British life. For this reason, the movement 
provides a common platform for an _ ever-increasing 
number of people of goodwill. It has won the support 
of national leaders of very divergent views, as shown by 
the fact that, during the recent celebration of the move- 
ment’s tenth anniversary, under the presidency of H.R.H. 
the Prince of Wales, a message of approval of the move- 
ment’s work was announced signed by all those now alive 
who have held the office of Prime Minister or of Chancellor 
of the Exchequer since the inauguration of the movement 
in 1916. The celebration referred to has lately drawn 
particular attention to the National Savings Movement, 
and, as its work and its ideals have a very direct bearing 
upon the financial welfare of this country, it is appro- 
priate that THE BANKER should kindly offer the 
hospitality of its columns for its discussion. 

The movement was established in 1916, when the war 
had made it necessary to direct the mind of the whole 
people to the vital importance of our national finance. 
The objects given to the movement were two. In the 
first place, it was to direct the attention of the whole 
community to the need for economizing our national 
resources and, at the same time, it was to make a special 
effort to bring the savings of small investors to the help 
of the community. To further this latter purpose, the 
War Savings Certificate—now the National Savings 
Certificate—was introduced. An organization was also 
set up designed to realize the aims of the movement in the 
most effective way. 


SAVINGS CERTIFICATES 


That the Savings Movement has been very successful 
is now common knowledge. Some indication of the 
extent of its success will be found in the number of 
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Savings Certificates sold since their introduction. At 
the end of June this year that number was 774,923,124, 
representing a cash investment of £605,548,250. It may 
be added that this sum is only a little short of the total 
British National Debt before the war. 

A genuine savings habit is, moreover, being created 
in the community by the practice of investing in Savings 
Certificates. This will at once be seen from the large 
bulk of money that remains invested, although that 
money is withdrawable at short notice. Notwithstanding 
unemployment and the economic difficulties which have 
beset this country in recent years, the amount now to the 
credit of investors in Savings Certificates, including 
interest, is approximately £475,000,000. In the last 
financial year over £35,000,000 of new money was invested 
in Savings Certificates, an increase of {2,750,000 over 
the previous year. 

It may be claimed with justice that the National 
Savings Certificate is an ideal security for the investment 
of small savings. Money invested is easily recoverable. 
It is absolutely secure, because the Savings Certificate 
is a State investment, and it gives a satisfactory rate of 
interest. The yield on current (Third Issue) Certificates, 
if held for the full period of ten years, works out at 
£4 2s. 9d. per cent. per annum, compound interest, free of 
income tax, or, an addition of 50 per cent. to the capital 
invested at the end of ten years. Interest on Savings 
Certificates has been twice modified, since their introduc- 
tion, so that the rate should have a proper relationship 
to the general conditions of the money market. 

As the First Issue of Certificates was offered to the 
public in 1916, a proportion of that issue reaches ten- 
year maturity this year, and the remainder will reach 
that maturity in due course. For the convenience of 
holders of this issue arrangements are now in force where- 
by holders of certificates of the First Issue may transfer 
their holdings into National Savings Bonds or into 
Conversion Loan upon conditions, particulars of which 
are obtainable at any Money Order Post Office. Alter- 
natively the ten-year-old certificates may be retained 
until March 31, 1932, bearing interest at the rate of 1d. 
per month per certificate, or they may be exchanged for 
certificates of the current issue. 
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THE SAVINGS ORGANIZATION 


Something must now be said of the National Savings 
Organization, for which the Savings Certificate is a 
financial. instrument. This organization, based upon 
voluntary service, is nation-wide in extent, its functions 
being to maintain a general propaganda for thrift and, 
in particular, to promote saving through the agency of 
Savings Associations. 

Savings Associations.—A Savings Association is a 
savings club for the purchase of National Savings Cer- 
tificates by instalments. Savings Associations flourish 
wherever groups of people regularly assemble, as, for 
example, in schools, factories, works, offices, shops, 
clubs, village institutes, boy scout and girl guide units. 
There are, at present, over 23,000 of these associations at 
work. A large proportion of them are in schools, it being 
most desirable that a practical training in thrift should 
be part of a child’s education. 

At present the National Savings Committee is laying 
special stress upon the need for the provision of full 
facilities for saving in after-school life. In this direction 
it seeks the aid of all employers of labour, and full in- 
formation as to the Committee’s schemes of saving will be 
dispatched in reply to an inquiry sent to Princes House, 
Kingsway, W.C.2. 

Savings Associations are effective and easy to work. 
That they fill a real need is shown by the large numbers 
formed every week. Of the 23,000 associations at work 
at the end of last May, 4,000— containing altogether more 
than 140,000 members—had been formed in the previous 
twelve months. 

Local Organization.—For the purposes of local organ- 
ization the country is divided up into areas, usually 
conterminous with the area of the local authority, and in 
each area there is set up a Local Savings Committee. A 
Local Savings Committee is an organizing and propaganda 
body directing the work of the Savings Movement in its 
local area of activity. There are now approximately 

1,500 of these committees in existence. Savings Associa- 
tions in any area work under the egis of the Local Savings 
Committee for that area. 

In many areas the local committee enjoys the support 
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and the co-operation of the local authority. For several 
years the relationship between the Savings Movement 
and the local authorities has been close and cordial. 
Local authorities are entitled to apply for loans from the 
Public Works Loan Board up to half the amount invested 
in Savings Certificates in their areas. In the last two or 
three years they have made increasing use of this source 
of borrowing. To June 30 last, 498 authorities had taken 
up 1,289 loans of a total value of £10,639,953, of which 
£5,531,279 was borrowed for housing purposes. 


MOVEMENT’S INFLUENCE ABROAD 


A significant tribute to the achievements of the 
Savings Movement in this country is the amount of atten- 
tion given to it by people in other lands, both within and 
without the Empire. Many inquiries have been made 
as to the movement’s methods, and, in a number of cases, 
other countries have introduced a security similar to the 
Savings Certificate, and have set up an organization 
based on the British model. 


SOCIAL AND ECONOMIC BASIS 


If the work of the National Savings Movement has 
brought notable results, it is mainly because the move- 
ment stands upon sound social and economic principles. 
It has been concerned to preach thrift as a vigorous and 
constructive preparation for the future rather than as a 
creed of coldly negative abstentions. Saving for saving’s 
sake has been no part of its doctrine. It has spared no 
effort to show that saving, both for the individual and 
for the community, is the indispensable prerequisite of 
new and larger achievements. The Savings Movement’s 
teachings have, therefore, been virile and robust, and, 
by laying stress on the great possibilities of the future, 
they have done much to counter the mood of despondency 
and gloom which is not unnatural in a community 
passing through the social and economic aftermath of war. 

Standing apart from all the political controversies 
of the times, the Savings Movement has been able to 
emphasize certain fundamental economic truths without 
incurring any suspicion of partisanship. One fact upon 
which the movement has increasingly laid stress is that, 
whatever the system of ownership of capital may be, 
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capital is an essential factor in the productive process of 
industry—and a factor, moreover, which is forthcoming 
only as a result of saving. 

As a preliminary to wise saving, the movement has 
shown the necessity for wise spending, and for spending 
which is intelligently controlled to avoid wastage so that 
no harm may be done to the community by withholding 
from its use that surplus of income which, by saving and 
investment, might have gone to the replenishment and 
extension of the nation’s fund of productive capital. In 
short, the Savings Movement has laboured to set up 
intelligence and conscience as forces in control of spending. 

This economic teaching lays emphasis upon the 
“consumer” as the great controlling agent in industrial 
production ; for, when the consumer’s demand arises from 
greater enlightenment and a larger social consciousness, 
that demand will tend to shape the course of production. 
Thus, in these times of world shortage, the wealth and the 
strength of the nation will be applied to the production 
of commodities that yield real satisfaction to consumer 
and to producer, instead of to those which detract from, 
rather than add to, our prosperity as a people. 

The National Savings Movement, working on the 
lines here briefly sketched, is, therefore, a far-reaching 
force making for a deeper sense of individual and com- 
munal responsibility, for a more thoughtful and a more 
profitable use of the nation’s wealth, these being indis- 
pensable factors in the achievement of increased national 
well-being. 









“ENGLISH LIFE” 


Arrangements have been made with the Right 
Hon. William Graham, M.P., to act as Financial 
Editor of ENGLISH LIFE. 


Under his editorship this feature should be 
an effective and stimulating contribution to 
financial journalism. 


ENGLISH LIFE is on sale everywhere. A copy 
will be sent post free to any address for 1s. 3d. 
on application to the Manager, ENGLISH LIFE, 
9 East Harding Street, London, E.C. 4. dot 
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‘““’Two Subalterns Interview 
their Bankers 
By Claude Luttrell 


" HERE are we going to hunt next season ? 
W It is the middle of May, and we ought to be 
making our plans, or we shall find ourselves 
condemned to another season’s hunting on Salisbury 
Plain like the last rotten season.” 

Frank Sitwell is talking to a brother subaltern, Bill 
Washball; they were in the same house at Eton and went 
to Sandhurst together, being in due course gazetted to 
the same cavalry regiment quartered at Tidworth. 

They both of them lived for hunting and had already 
sampled some fairly good provincial hunting countries, 
which had whetted their appetites for more scope to 
display their horsemanship than the birdcage of wire on 

Salisbury Plain offered them. 

“Why not try Beaufortshire?”’ suggests Bill. “‘ If 
we jump the famous Brinkworth Brook we may get 
honourably mentioned by * Verderer’ in ‘ The Field,’ 
or if we swim the river Avon we may be immortalized 
in the ‘ Beaufortshire Budget ’ in ‘ The Sketch.’ ”’ 

‘ That settles it, old boy, but the word Budget gives 
one furiously to think; hadn’t we better go into ways and 
means before we decide our hunting quarters ? ”’ 

‘ Let’s draw up a rough estimate of, say, three months’ 
hunting, and then we can go and see our bankers.”’ 

‘“ Well, to start with, we shall each want three horses, 
but we needn’t budget for them as we are sure to sell 
them at the end of the season for more than we gave for 
them, and we must find a nice, confiding dealer who will 
give us six months’ credit: that settles the heaviest 
item, horseflesh. Wages, stabling, and our own board 
and lodging will be a bit of a drain on our resources and 
we must look to our bankers to provide the necessary. 
By-the-by, we mustn’t forget the hunt subscriptions— 
rather a heavy item in Beaufortshire, even the reduced 
subscription for soldiers on leave—roughly I should think 
£300 apiece would see us through, and we must get our 
bankers to finance us to that extent; anyhow I must, 
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but perhaps you careful old dog, Bill, have got a fat 
balance you can draw on.” 

“No such luck, Frank; in fact I got a reminder = 
week that my account was overdrawn {5 15s. 4d.; 
was only a printed form very politely suggesting that 1 
might have sent them a cheque for my credit which 
hadn’t reached them, so I put it in the wastepaper- 
basket; rather wish I hadn’t now, as it would have 
helped matters at my interview with the manager if I 
had written to assure him that my overdraft needn’t 
keep him awake at night, and that my allowance will be 
duly forthcoming next quarter day. I wish to goodness 
dear old Cox was still on his own; we should only have 
had to tell him we were both eldest sons and he would 
have financed us through the hunting season without a 
whimper. Well anyhow, we must know where we are 
financially, so I vote we go up to London to-morrow, see 
our bankers, and dine together at the Cavalry Club to 
discuss the results of our interviews.” 

“ Can I see the manager ? ”’ 

“TI will see if the manager is engaged; what name 
please ? ”’ 

“ Frank Sitwell, 25th Lancers.”’ 

After a few minutes the messenger returns with the 
information that the manager is now disengaged, and 
Frank is ushered into the manager’s room. 

The manager’s note of the interview is not available 
for publication, but here is Frank’s version of it, as he 
and Bill foregather at the Club; they both agree to have 
a bottle of Clicquot ’06 for dinner, so that augurs well for 
the successful results of their interviews. 

“Well, Bill, I pulled it off all right ; as luck would have 
it the manager who had to tackle my proposition was an 
old friend of my father and had hunted for years with 
the Duke’s, so of course he was awfully sympathetic 
when I told him we proposed to hunt in Beaufortshire 
next season, and that I wanted to fix up a loan to meet 
out-of-pocket expenses. I was quite candid with him 
and I put all my cards on the table. Of course, he had 
to put ona professional manner and ask me all sorts of 
questions about my income and my expenditure, but | 
could see all the time that he meant to help me if he could, 
so I was determined not to let him down by giving him 
any false impressions as to my financial status. His 
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first question was: ‘ How much will you want to see you 
through the season’s hunting?’ When I suggested £300 
I could see he put me down as a bit of an optimist, but of 
course when I explained to him that a confiding dealer 
would give me six months’ credit, so that I shouldn’t 
have to budget for horseflesh, he thought my estimate for 
wages, subscriptions, board and lodging might be fairly 
near the mark. 

“His next question was: ‘ What security do you 
propose to deposit to cover the loan?’ This was a bit 
of a stumper as I never anticipated he would mention 
security. He must have known I was an eldest son, and 
my father told me Mr. Cox always trusted eldest sons 
and that they had never let him down in the whole course 
of his experience ; but as I didn’t want to hurt his feelings 
by dragging in Mr. Cox I had to hurriedly conjure up 
some other form of security. I had a brain-wave about 
my ticket for the Calcutta Sweep, but that didn’t seem 
to cut any ice with him, so I wisely didn’t allude to the 
certainty of my making enough at Ascot to dispense with 
any loan at all. Then I had another brain-wave and I 
asked him if he could suggest a way out of the difficulty. 
He looked rather solemn for a bit and then I could see 
he was going to see me through. His solution was that 
he should write to my father who was a very old friend 
of his and ask him if he would guarantee me for a loan of 
£300 to be repaid at the end of the hunting season; as to 
the source of repayment, that was a matter I should have 
to settle with my father, and he advised me to supplement 
his letter by a dutiful letter to my parent pointing out 
the good use which I proposed to make of this temporary 
accommodation from the bank. 

“ Having finished the business part of the interview 
we got talking about hunting, and he thought we couldn't 
do better than spend our leave in the Duke’s country. 
He gave me some useful information about the best parts 
of the country and his last word of advice was: ‘ Never 
miss a meet at ‘‘ The Mermaid,” Christian Malford ; it is just 
on the edge of the famous Dauntsey Vale, and to see a fox 
go away from the gorse with his head pointing for Great 
Wood should set your blood tingling if anything will.’ 

“T say, why shouldn’t we make ‘ The Mermaid’ our 
hunting quarters ?—we couldn’t have a better centre and 
it would be ripping to have hounds meeting at our front 
door at least once a month.” 
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Bill quite agrees, so the important question of quarters 


"is settled. 


“Now, Bill, tell me what luck you had with your 
bankers.”’ 

‘““ My dear old boy, I fairly had them on toast. Well, 
to start with, I looked in at the Club to ask for my letters, 
and hanged if there wasn’t a letter from our old family 
solicitors telling me that my dear old aunt, who died last 
week, had left me a legacy of £1,000. Of course this 
piece of good news was pretty useful to have up my sleeve 
when I was ushered into the manager’s room, especially 
as I found him a stuffy old bird who had evidently never 
been on a horse in his life—in fact when I told him I 
proposed to hunt next season in Beaufortshire he said he 
had never heard there was such a ‘ shire,’ and when I 
referred to it as ‘the Duke’s’ he actually asked ‘ What 
Duke?’ This woeful display of ignorance made me feel 
quite faint, but I pulled myself together and then tackled 
him on the subject of the loan, which of course I shouldn’t 
really want now after all, but I was feeling a bit sore over 
that printed notice reminding me that I was overdrawn 
£5 15s. 4d., so I was determined to get him guessing 
as to my financial stability and not to produce the 
card from my sleeve till it would have the most dramatic 
effect. 

“T went straight to the point and told him I wanted a 
loan of £300 till the end of next hunting season; when he 
asked the usual questions about what security I proposed 
to offer, and the source of repayment, I told him I was the 
eldest son of a general who had banked at Cox’s all his 
life and had always told me that Mr. Cox made it a rule 
to give unlimited credit to eldest sons and had never been 
let down by them. I could see this fairly got him ‘ on 
the raw,’ and evidently he wasn’t taking any eldest son 
security—in fact he began to get a bit aggressive, and 
actually reminded me that I had not replied to the notice 
about my overdraft. That was the moment for the 
trump card and I produced it with a flourish which fairly 
staggered the poor man. I really felt quite sorry for him 
and [ didn’t rub it in more than I thought was good for 
him. We parted on very good terms and I strongly 
advised him to read Jorrocks’s lectures on fox-hunting— 
or any other standard work on hunting which would make 
it easier for him to conduct future interviews with hunting 
subalterns.” 










































324 THE BANKER 


Our Medieval System of 


Local ‘Taxation 
By Harold Macmillan, M.P. 





LL questions connected with the incidence of 
taxation are of notorious complexity and diffi- 
culty. To dogmatize on any of the issues raised 

by a general survey of the taxation system of Great Britain 
would demand a combination of theoretical knowledge 
and practical experience to which few men would venture 
to lay claim. At the same time there is one aspect of the 
problem which merits closer attention than it commonly 
receives, either from publicists or politicians. The whole 
question of the relation between taxation on a national 
basis and taxation on a local basis is one which must 
necessarily figure more and more prominently in the 
near future. 

When we are dealing with. expenditure, it is clearly 
total expenditure, local and national, that we have to 
study in relation to the total national income. If we 
have to consider whether that expenditure at any par- 
ticular time is excessive or unproductive, it is useless to 
try to comfort ourselves by a mere attempt to shift the 
burden from one method of taxation to another. But, 
while it is true that the burden cannot be reduced by any 
means except either a reduction of the amount of taxation 
or an increase in its productivity, some relief may perhaps 
be obtained, at least temporarily, by an alteration in its 
incidence. If the pressure in any direction appears to 
be dangerously acute, it may be eased and made more 
tolerable by a more scientific distribution of the weight. 

Local expenditure falls roughly into two categories. 
It is partly expenditure on objects of its own choosing 
and within its own control; it is partly expenditure on 
duties which have been laid upon the locality by 
Parliament. Of the {147,000,000 raised in the year 
1925-6 by local taxation, £31,000,000 was spent on 
education, £31,000,000 on relief of the poor, £9,000,000 
on police, and £76,000,000 on other services “including 
the maintenance of reformatories, the treatment of 
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disease, the provision for maternity and child welfare, 
the care of lunatics and mentally deficient persons. Many 
of these latter duties have been specifically laid upon 
local authorities by Parliament. 

Moreover, the very proper insistence of the national 
authorities that Unemployment Insurance, so long as it 
aspires to be insurance and not relief, must be adminis- 
tered in a way which conserves the principle of insurance 
and protects the rights of the contributors, is week by 
week automatically involving an increased charge upon 
the local rates. In an industrial town in the north-east 
of England, to give one example, whereas in the week 
ending on April 3, 1926, 5,159 persons were relieved, at 
an expense to the ratepayers of £2,100, in the same week 
of 1925, 4,100 persons were relieved at a cost of £1,590. 
The additional number is about 1,000 persons and the 
increased cost about £575, or about 12s. per person. 
It will be seen, therefore, that this is not a case of an 
extravagant scale of relief or improper administration. 
It is the result of a more strict enforcement of the regu- 
lations governing the payment of benefit, under the 
Unemployment Insurance Scheme, upon a town in which 
the percentage of unemployment is abnormally high 
owing to the grave depression of the local industries. 
The week in April has been chosen as an example in order 
to avoid the comparison of a more recent week with a 
corresponding week in 1925, since the effects of the 
coal stoppage would vitiate the calculation. It may, 
however, be pointed out in passing that this stoppage 
has thrown an additional and staggering burden upon 
those localities which depend largely upon the heavy 
industries. 

Now, in considering these various items of expenditure, 
it is clear that there is no logical distinction in their 
incidence. Some, such as the expenditure on Poor 
Law relief, are burdens imposed upon the locality by 
law for the discharge of which the locality is wholly 
responsible. Others, such as the cost of education, are 
burdens which are supported by a percentage grant 
from the Exchequer. These duties are in some cases 
of ancient origin, in others of quite recent date. The 
development of our experiments in social services has, 
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like all our other developments, been a natural and 
intermittent growth. There has been no uniform and 
consistent system conceived by a single mind and forming 
a logical whole. Accordingly, when the national con- 
science has from time to time felt that the provision of 
some service, such as free education, was desirable, 
Parliament has devised the finance and administration 
of the scheme in the manner that at the time seemed the 
most practicable, and that would involve the smallest 
change in established methods. 

So much for expenditure. But when we come to 
consider the methods of obtaining revenue, we are struck 
at once by an extraordinary contrast between our national 
and local systems. The former is variable, supple, pro- 
gressive. The latter is constant, rigid, reactionary. 
National budgets are raised on a modern, local on a 
medieval, basis. 

Broadly speaking, national revenue is raised partly 
by indirect taxation on certain commodities which, while 
of wide general use, cannot be called absolute necessities 
of life, and partly by direct taxation of income and, in 
the case of death duties, of accumulated capital. 

National revenue is thus clearly raised by a system 
which admits of almost infinite variation and gradation. 
It is a system capable of the most scientific treatment. 
It can be made, by an easement here and an alteration 
there, to adapt itself to changing conditions and changing 
political conceptions of the general good. It is an 
instrument of the greatest flexibility. 

Local taxation is raised by a charge not upon actual 
income or actual profit, but upon the assumed potential 
income or potential profit-producing value of land. It 
dates from a period when the rental value of land was 
almost the only form of taxable income available. 

It is a system of taxation of the most rigid type. 
It is incapable of adaptation to local needs or changing 
conditions. It is crude, helpless, and often oppressive. 

In the great industrial centres this burden falls 
mainly on productive industry. The large works are 
the large ratepayers. The rates are charges, not upon the 
profits of industry, as in the case of income tax, but upon 
the article produced at an early stage. They are a first 
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charge. Like wages, or debenture interest, they must 
be paid. They cannot, like the dividends which ordinary 
shareholders hope for wistfully, but in few of our heavy 
industries have received for some years, be quietly 
‘“‘ passed,”” with a portentous speech from the chairman 
and pious hope that they may be paid next year. 

The problem, of course, would be unimportant if the 
whole country were divided into homogeneous areas. It 
would make comparatively little difference whether the 
total revenue was raised nationally or locally if all 
localities were of a precisely similar character. There 
would still, of course, be anomalies. There would remain 
the injustice between individuals; an injustice which the 
medieval system of local taxation has made very real 
in an age when the occupation of a large acreage of 
assessable land, whether in town or country, is by no 
means a good test of the taxable capacity of an individual 
or of a trading concern. The problem, however, would 
not be pressing; the injustices would not be intolerable. 
The anomalies would, like many other anomalies in an 
old country, be subjects of interest and curiosity. They 
would not claim, as they do to-day, for removal by wise 
and enlightened statesmanship. 

In ancient times, no doubt, the parishes into which 
the country was divided, were roughly of the same 
character. The rural parishes each boasted the presence 
of squire, parson, tenant-farmer, labourer. The small 
country towns each had their complement of doctors, 
lawyers, shopkeepers and the like. And even where in 
the large towns these conditions did not altogether exist, 
the sums raised for social services were so comparatively 
small that the difficulty of raising them never became 
oppressive. 

That homogeneity of the local unit has entirely dis- 
appeared. There are areas, such as Poplar, West Ham 
and others, where there are very many poor people living 
and very few rich people. There are other areas where 
the residents are in the main members of the well-to-do 
classes. In London, the absurdity of the situation, if 
unrelieved, has led to the adoption of a wholly different 
method. The Equalization of Rates Fund of London has 
introduced a system unique in the country, and in many 
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respects revolutionary. It has overcome to a very great 
extent one of the main objections to the local system of 
taxation. 

If this variation, as between poor areas and we preeni 
areas, were the only difficulty to be solved, it might appez 
that an extension of the principle of the att 
Fund would prove the solution. Indeed, the basis of 
Mr. Neville Chamberlain’s scheme for Poor Law Reform 
is the increase of the areas of responsibility and adminis- 
tration by making the County Borough and the County 
Council the authorities upon whom shall lie the duty of 
relieving the poor. But, in fact, this variation goes far 
deeper than as between rich and poor areas. By our 
system of trade, and owing to the method in which our 
great industries have been built up—based of course, 
upon geographical and geological reasons—you find 
nearly always collected in one area certain trades all of 
the same character. For instance, there are agricultural 
areas. Their difficulties have been to some extent met 
by the Road Fund and by the various Agricultural Rates 
Acts. There are the cotton areas, the coal areas, the 
shipbuilding and engineering areas, and so on. When, 
therefore, there is a slump in the particular type of 
industry on which a given area largely depends, that area 
suffers an undue burden for the time being. And the 
burden becomes progressive. In the town on the north- 
ast coast for which the figures of Pocr Law Relief were 
given above, one industrial concern rated at some £10,000 
a year has gone into liquidation, and another great 
concern, allied to it, is also bankrupt. Two shipyards are 
standing idle. Therefore, there are two processes at work 
concurrently. Local expenditure on the relief of the 
poor increases, and the assessable value of the town from 
which money has to be raised decreases. The vicious 
circle is complete. And every time works are closed 
down, the basic costs of manufacture in the plants, which 
are still operating, are automatically increased by the 
amount of additional rates which will have to be paid 
to meet the deficiencies caused. 

There are, therefore, two causes which have destroyed 
the homogeneity of the areas of local taxation. First, 
the division into rich and poor areas. This may, perhaps, 
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be overcome to some extent by an increase in the size 
of the areas to County Boroughs and Counties. Second, 
and far more serious, we find certain trades which are 
liable to great fluctuations collected in one particular 
part of the country, and subject, in periods of slump, to 
wholly intolerable burdens. 

The purpose of this article is to call attention to the 
existence of a serious problem, not to suggest a =. 
As regards the unequal burdens between individuals, 
might be possible to give power to local authorities to raise 
revenue on an income basis instead of on a basis of rateable 
value. But the practical difficulties of such a revolutionary 
change appear enormous. It may be found simpler and 
more effective to nationalize altogether certain social 
services, such as education, with, of course, national 
control. It may be possible to devise a system of national 
Poor Law Relief or a more complete system of national 
insurance. The object here aimed at is not to discuss one 
or any of these plans. It is to call attention to the 
alarming tendency of the times, when one might almost 

maintain the paradox that business is to-day profitable in 
inverse ratio to the number of men employed and the 
quantity of assessable land occupied, and to suggest that 
the whole question of local as related to national taxation 
needs immediate and searching investigation. 


The Anglo-International Bank 


Arrangements have been made for the fusion of the Anglo-Austrian Bank and the 
British Trade Corporation, under the name of the Anglo-International Bank. The new 
bank will have a nominal capital of £2,000,000 in ordinary shares of {1 each. The paid- 
up capital will be £1,960,000, of which £1,360,000 will form the consideration given to 
the vendor companies for their assets, £610,000 being allotted to the Anglo-Austrian 
Bank and £750,000 to the British Trade Corporation. The balance of £600,000 will be 
fresh capital, which will be issued at a premium of 66% per cent., which means that 
£1,000,000 of new capital will be provided; the premium of £400,000 received on the new 
shares will be placed to reserve. A provisional agreement has been negotiated between 
the principal preference shareholders and the holders of preferred ordinary shares, and 
certificates of indebtedness, under which the ordinary shareholders of the Anglo-Austrian 
Bank are to receive one share in the new bank in return for every four shares at present 
held. 

Holders of the A shares (of £1 each) in the British Trade Corporation will obtain nine 
shares in the new company for every ten now held, together with a cash dividend down to 
September 30, but they have the alternative of receiving the full nominal value of their 
A shares issued, together with a dividend, so that the conversion would absorb 450,000 
out of the total of 750,000 shares obtained by the Corporation in the new —— The 
rest of the shares will be distributed among ordinary shareholders in the Corporation, 
and they will receive three shares of £1 each for every ordinary share of £2 ros. each now 
held. 

The scheme was sanctioned at a meeting of the Corporation held on September 8. 
The directors of the new bank include General Sir Herbert Lawrence, Sir Harry Goschen, 
Lord Faringdon, Mr. Michael Spencer-Smith, Mr. Peter Bark, Sir Gordon Nairne, and 
Mr. Julian Day. 

This amalgamation should be of advantage to both businesses, neither of which can 
be said to have fulfilled the hopes of their founders. There is one thing similar in the 
experience of both businesses—the extraordinary difficulties with which they were 
confronted in the abnormal financial and industrial situation of Europe after the Great 
War. Now that conditions are less severe, there is good reason to believe that a prosperous 
future lies before the Anglo-International Bank. 
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The Ideal Bank Staff Journal 
By C. R. Morris 


Editor of the ‘‘ Midland Venture ” 


N pre-war days the chief literature that emanated 
from the big banks were the reports in the Press of 
those financial orations periodically delivered by 

stars of the first magnitude. Since then these authorita- 
tive pronouncements have been supplemented by monthly 
reviews, handling with skilful touch and with expert 
knowledge the problems of national and international 
finance in all its illusive and elusive aspects. More 
recently still has come into being another phenomenon 
of the times—the bank staff journal, which is beginning to 
be regarded as an indispensable factor in the adequate 
functioning of a big bank with its scattered staff of 
several thousands. I should like to hint at one or two 
of the more important features of the zdeal bank staff 
journal—a height after which most editors strain. 

Now, one of the many services which such a journal 
can render, perhaps the most important in these days of 
subdivision of tasks and scattered units, as well as the 
outward pull of many outside interests, is the fostering 
of the team spirit ; the promotion of corporate conscious- 
ness; the welding together of a large number of isolated 
individuals, inclined through temperament, or local 
circumstances (domestic or otherwise), just to do their 
job and then hold themselves aloof, into an intelligent 
rather than a clannish solidarity; the fostering of a 
general feeling of oneness as an economic family, whose 
well-being depends upon the zeal and intelligence of all ; 
the acting as a fraternal link, even more effectively than 
the “Daily Circular,’”’ between branch and branch all 
over the land, inducing goodwill and good comradeship. 
All this lies within the scope of the ideal journal’s service 
as “‘liaison officer’ from which, with loyal and tolerant 
support, a quality of group-consciousness should arise, 
conscientiously aware of its just relationship to the institu- 
tion which it serves, and of its proper place amid those 
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wider national interests of which it forms a highly 
important part. 

Another great service a magazine like this can perform 
is when it acts as the organ of opinion on behalf of the 
staff, through the latter's chosen and duly accredited 
leaders, criticizing with respect, but with honest inde- 
pendence, without let or hindrance, service conditions 
when they appear to militate against the staff's welfare ; 
in fact, holding a watching brief over a hundred and one 
things affecting the bank clerk’s career. 

No directorate or management, however sympathetic 
or benevolently disposed, can adequately gauge the full 
effect of their decisions touching the business life of their 
staff. It is impossible for them to see or feel things from 
the employee’s point of view. It is not every director 
who has the time to be a keen psychologist or a sym- 
pathetic student of human nature. The way of least 
resistance is to sublimate a large staff into an abstrac- 
tion or a mathematic formula symbolizing the power of a 
certain indispensable factor in the pleasing process of 
making assets far exceed liabilities. Now, the bank house 
journal, as the organ of staff opinion, reveals to the authori- 
ties just what is in the heart and mind of their employees 
they come into contact with flesh and blood as well as 
with servants; they come to know whom they can trust, 
and so is formed a bridge of goodwill, over which pass 
compromises and mutual accommodations safeguarding 
the institution and tending to promote the happiness of 
the staff. 

To the isolated bank clerk such an organ of opinion 
should be a great comfort and strength. He need feel 
no longer alone or without an advocate. He feels himself 
one of many associates pooling together their thoughts, 
aspirations, and energies for the enefit of the whole, 
and finding adequate expression in their magazine. He 
will come to feel, too, that anomalies, unpremeditated 
injustices, and unjustifiable acts of tyranny will be the 
more readily adjusted or redressed when there is the 
possibility of wholesale healthy opinion being focussed 
upon the same. 

I need but make a passing reference to the obvious 
utility of the widespread publicity such a magazine as a 
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bank house journal affords. The chronicling of social 
events, reports of meetings of societies, presentations 
and farewells, reports of various sporting activities, 
announcements as to coming functions, items of general 
interest relative to branches or individuals; all these 
provide so many nature-touches making a banking com- 
munity kin. But I reserve as my last thought upon the 
ideal house journal one more important aspect of its 
far-reaching possibilities. 

Just as we are in the habit of saying that one is more 
likely to geta goodall-round man froma branch thana large 
staffed head office, so the smaller communities of Greece 
and Italy were in the habit of producing better all-round 
men, who saw life steadily and saw it whole, than our 
huge modern communities, where our range of vision in 
our business life is obscured by a hazy mass of uncorre- 
lated detail; our leisure life, absorbed for the most part 
in domestic pursuits or ephemeral pleasures, does not 
provide the vantage ground, ordinarily, whereby we, 
in our turn, may see life ste: idily and see it whole. It is 
here that the ideal house journal, by stimulus and wise 
direction, can induce a large staff to look at the scheme of 
things with ten thousand pairs of eyes, and tell what they 
see to the mutual encouragement and enlightenment of all. 

And this service from. all to all, carrying far through 
affinities of friendship and good-fellowship, “finds expres- 
sion in numerous ways: in scientific, philosophic, and 
religious study; in travel-lore and the wisdom of experi- 
ence; in “‘heart-burnings and questionings”’ which only 
the art of poetry can dimly adumbrate ; above all, in the 
cultivation of that humour, which is the one fine flower 
these easy-going tolerant times have to offer, whose 
petals when compounded prove a salve for many a wound. 

In such a way would the modern equivalent of the 
‘humanities’ come into our necessarily narrow business 
life, and the banking profession tend to become that 
elevated and cultured calling it is entitled to be as one 
of the premier industries in our national life. 
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Some Reflections on the 
Finances of France 
By Michael Chosi 


the most important of the problems set before her 

since the end of the war, namely, the improvement 
and restoration of her finances and currency. This 
question is of the utmost importance for the whole 
political and economical life of the country, whose efforts 
in this direction are being followed by all the friends of 
France with keen interest and sincere wishes for their 
success. 

Besides, the return of all European countries to normal 
conditions of economic life is of immediate interest for 
each country in particular, for the restoration of the 
whole Continent is a condition sine gua non of social 
and economic progress in every one of the States belong- 
ing to the European family. It is not, therefore, as mere 
disinterested spectators that the British follow the 
different phases of the French financial and monetary 
crisis, and the efforts that are being made to solve it. 

What are the origins of this crisis, the effects of which 
have been felt in the economic and political life of France 
since the beginning of 1924? What is the crisis itself, 
and what remedies are being suggested ? Lastly, what 
forecast is it possible to make as regards its solution ? 

To answer these questions is the aim of the present 
article. We shall endeavour to expound the financial and 
currency problem of France in close connection with an 
analysis of the economic situation of the country, for one 
must never forget that behind the French currency, the rate 
of which has undergone such violent fluctuations in the 
course of the last two years, there is the whole of France 
hard at work, all the wealth accumulated by the efforts 
of many generations, and all the productive forces of the 
mother-country and her colonies. 

It is impossible to frame an accurate verdict on the 
future of the franc without taking this decisive factor 
into account, and without analysing the economic situation 
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and evolution of France since the war. The increase of 
the State’s income, the budget’s equilibrium, the favour- 
able balance of trade, the confidence of foreign markets— 
all these factors, which constitute the very base of 
financial restoration and currency stabilization, are 
directly dependent on the country’s economic situation, 
its capacity for work and production. 

If the monetary disease of which France is suffering 
does not have its roots in the economic situation, in 
other words, if the ailment is not organic, it is per- 
missible to look with complete confidence on the future 
of French finances and currency, whatever the technical 
difficulties to be solved and the obstacles to be over- 
come. This, however, can only be on condition that 
political passions do not thwart the sound policy tending 
to the financial and economic restoration of the country. 
An exact account of the economic forces of France can 
but increase confidence in the future of her finances and 
her money. As was forcibly shown by M. Francois- 
Marsal in the remarkable article published by him in 
the August issue of THE BANKER, confidence is the true 
remedy for the currency disease with which France is 
afflicted : ‘‘With confidence,” he wrote, “‘no problem is 
insoluble.”’ 

From still another point of view it is essential to 
gauge the resisting powers of the French financial 
organism. 

The process of restoration will certainly reverberate 
on the economic body of the country, causing a tem- 
porary crisis. The Experts Committee appointed by 
the French Government’s decree of May 31, 1926, pre- 
dicted that this crisis, although of brief duration, will be 
acute. Financial restoration is urgent and indispensable, 
the experts stated, but it cannot be denied that it will 
bring about a grave economic crisis, which, however, 
will be temporary, and which has been experienced by 
all nations carrying out a reform of their currency. 
Stabilization of the exchanges, the report goes on to 
explain, will inevitably be followed by a readjustment of 
prices within the country. The increase in the cost of 
production which will result will reduce the possibilities 
of export at the very moment when home consumption 
will be restricted by the rise in the cost of living. Hence 
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a temporary, but deep, disturbance in the markets. If 
we add to this fact the probable rise in the bank rate, 
the tightening up of credits and their higher cost at the 
time when sales will fall, one must foresee that a certain 
number of businesses will be in jeopardy. Since a 
momentary economic crisis seems inevitable, as a con- 
comitant of the financial and currency restoration, the 
question of the economic condition of the country, of the 
strength of its economic structure, of the economic 
progress accomplished since the war, must needs be of 
especial importance. 


TWOFOLD ORIGIN OF THE CRISIS 


The financial and monetary crisis of France has a 
twofold origin: (1) The losses and devastations caused 
by the war; (2) the mistakes of French financial policy 
during and since the war. 


THE SACRIFICES OF FRANCE 


It is not possible to make an accurate estimate of 
the total losses suffered by France by reason of the war. 
For, besides the heaviest losses in her population and 
material we: ulth, France has incurred incalculable damage 
as the result of the paralysis, through the war, of a part 
of her agricultural and industrial production and of her 
commercial activities. 

Visible losses, those which can be expressed in figures, 
are, however, sufficient to give an idea of the enormous 
extent of the damage caused to France by the world 
conflict, and of the deep impoverishment engendered by 
the war in different spheres of her economic life. 

Irreparable losses, the losses in men, amount to 
1,365,000 effective workers killed and missing, not 
including the war cripples nor the killed among the 
civilian population. Of that number 669,000 men were 
employed in agriculture, 235,000 in industry, and 
159,000 in commerce. France, which even before the 
war was suffering from a stoppage in the normal increase 
of her population, has been the hardest hit of all countries 
in the war, whether allied and associated or enemy. 

Senator Henry Bérenger, the French Ambassador in 
Washington, in his memorandum on France’s payment 
capacity submitted to the members of the War Debts 
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Funding Commission, gives the following comparative 
table of the losses in men, killed and missing, in the 
various belligerent countries : One man killed or missing 
out of 28 inhabitants in France, out of 35 in Germany, 
out of 50 in Austria-Hungary, out of 66 in Great Britain, 
and Ireland, out of 79 in Italy, out of 107 in Russia, and 
out of 2,000 in the United States. 

Professor E. L. Bogart, in his book entitled “ Direct 
and Indirect Costs of the Great World War” (New York, 
1919), rightly says the loss in human lives, the war-wounds 
and diseases are one of the most formidable elements 
of the war, because they affect not only the present 
generation but also those that are to come. They mean 
the deterioration of the race. If, as is suggested by 
Professor Bogart, we take the figure of 15,000 gold francs 
as representing the value of a human life (a figure which 
is certainly inadequate), we reach for the loss of France 
under this head the enormous figure of a hundred and 
fifty to a hundred and seventy-five thousand million 
francs. 

Beside these losses in men, we have the ruin and 
devastation caused by the Germans in the ten depart- 
ments of Northern and Eastern France, which belonged to 
the richest areas of the country, and those most necessary 
to her economic life. These destructions were systematic, 
and many of our countrymen who, since the peace have 
gone on a pilgrimage to the battlefields of the great war, 
keep in their minds the picture of these desolate wastes. 


At the end of the war M. Henry Beérenger states in. 


the above-mentioned memorandum, the American, 
British, and German soldiers returned to their homes 
and found them more or less in the same condition as 
on the day when they were called to the colours; but a 
great many French soldiers on coming home found 
nothing but shell-holes, barbed wire entanglements, and 
trenches. 

A few figures will illustrate the vast extent of these 
devastations. 

Out of the 4,690,183 inhabitants which peopled the 
invaded departments on January I, 1914, there remained 
only at the time of the armistice 2,075,067. Out of 
6,241,834 hectares of invaded territory, 3,306,350 hectares 
were completely laid waste. Out of 2,236,227 hectares 
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of tilled soil, 2,009,006 hectares were devastated. Out 
of 1,150,068 houses and other buildings, 893,752 were 
destroyed. Out of 2,598,000 horses and cattle there 
remained but 174,000. Furthermore, 120,040 kilometres 
of roads, 1,212 bridges and weirs, 9,332 industrial under- 
takings, employing at least ten workmen each, were 
destroyed, and 119 million cubic metres of mine shafts 
were flooded. 

The losses suffered by French savings as the result of 
the depreciation of French stocks are enormous. We 
will but quote the three following figures: the value of 
the funds borrowed or guaranteed by the State was 
158,000 million francs at the beginning of 1914, and of 
116,000 million francs in the latter half of 1925; the loss 
incurred by the bonds of limited companies is approxi- 
mately 79 per cent. of the capital invested; as for the 
shares, their quotations on the Bourse do not even reach 
one-half of the issue price. 

If we consider the expenditure of France for the pur- 
pose of prosecuting the war, it is impossible to reckon it 
with accuracy. According to the “Inventory of the 
Financial Situation of France,’”’ presented in 1924 by 
M. Clementel, the total expenses of France for the war 
period reached a total of 170,500 million francs, of which 
109,800 million were for military expenditure, and the 
expenses of the liquidation period (Ig1g—23) were 258,100 
million francs, of which 416 million were for the fighting 
services, 571 million for the service of the public debt, 
and 1,030 million for the reconstruction of the invaded 
areas. Regarding the military expenditure during the 
war, we extract the following details from a speech 
delivered on December 29, 1919, by the then Minister 
of Finance, M. Klotz: Soldiers’ pay, 12,000 million 
francs; clothing and billeting, 30,000 million; food, 
17,500 million ; artillery supplies, 40,000 million ; aviation 
and aeronautics, 6,000 million; and naval expenses, 
7,000 million. Allowances to the families of fighting men 
aggregated 15,000 million francs. M. Edmond Théry, in 
his book on ‘‘The Economic Consequences of the War 
for France,” places at 115,000 million francs the expenses 
for the prosecution of the war during the fifty-three 
months of hostilities, from the summer of 1914 to the 
end of the year 1918. 
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Official French documents do not make it possible to 
fix accurately the expenses incurred by France for the 
war. Professor Gaston Jéze, who has just published a 
book on “The War Expenses of France,’’ among the 
publications of the Carnegie Endowment for Interna- 
tional Peace, states: “It is impossible approximately to 
determine in money the amount of the public expenditure 
incurred for the war by the French State. We have not 
been able to arrive at precise figures, presenting some 
degree of certainty, for any of the constitutive items of 
this expenditure.” 

The heavy sacrifices in blood, the ruins and materia! 
losses inflicted on France by the war, have naturally 
shaken the economic and financial position of the 
country. Victorious France came out of the war covered 
with wounds, the healing of which obviously required a 
great deal of time and effort. This is the first and main 
cause of the crisis. 


FINANCIAL POLICY DURING AND SINCE THE WAR 


To this cause another must be added, namely, the 
mistakes committed in the realm of financial ‘policy 
during the war and since—mistakes in the choice of the 
means selected to meet the war expenditure and in the 
organization of the financial system for repairing the war 
damages. 

It is impossible to understand fully the present 
financial difficulties of France without going back to the 
pre-war period. In his excellent book on ‘The Financial 
Crisis of France,’’ the Hon. George Peel has seen this 
very clearly, when he devoted an important part of his 
survey to the financial history of France during the 
period which preceded the war. 

Financially, France was very ill-prepared for the war. 
Nothing was done on the whole, except that an im- 
portant gold reserve * was constituted at the Bank of 
I'rance, and a secret agreement passed with this Bank 





* This gold reserve consisted of 4,141 million francs (not counting 
350 million francs in silver bullion) for a circulation of 5,191 million 
francs, covered on the other hand by the other assets a the bank, 
whose account for bills in hand alone amounted to between 2,500 and 
3,000 million francs. The gold reserve therefore exceeded the needs of 
circulation, and had undoubtedly the character of a war chest. 
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ensuring for the Treasury an advance of 2,900 million 
francs in banknotes to meet the expenditure for 
mobilization. 

In no other respect was anything done to prepare the 
financial machinery for carrying on the war. 

In the “History of French Banks,” by Edmond 
Théry, some hints are found that the French Government 
had considered the question of financial mobilization and 
studied a number of measures in this direction, but 
M. Thérvy is of the opinion that nothing was actually done, 
because the French Government was taking into account 
the international political atmosphere, which was most 
uneasy, and avoided whatever might be looked upon by 
public opinion in Europe as a preparation for war. 

Whatever the reasons of this position one cannot 
escape the fact that France entered the war with a very 
imperfect financial system and badly balanced budgets. 
The income tax had just been voted by Parliament, on 
the eve of the war, and it was impossible to enforce it 
during the first period of hostilities. Receipts from this 
source were relatively insignificant during the years 
1916-17. The loan was issued in June, Ig14, only, and 
was but imperfectly and partially covered. On the other 
hand, the position of the leading banks was most difficult 
at the moment when the war broke out. It will be re- 
membered that just before the outbreak of hostilities a 
violent campaign was organized against one of these, the 
“Société Générale pour favoriser le développement du 
Commerce et de |’Industrie,”’ in order to shake the con- 
fidence of the public and make it withdraw its deposits. 

This campaign, indeed, brought about heavy with- 
drawals of deposits, not only from the “Société Générale,”’ 
but from all the banks, which at the same time were 
badly hit by the moratorium on trade bills. This induced 
the Government to take the very grave step of instituting 
a moratorium on deposits. 

The want of a flexible fiscal system, the paralysis 
affecting the banks, together with the difficulties arising 
from the invasion of ten departments by the enemy, 
were factors which exerted a decisive influence on the 
choice made by the Government of financial means to 
meet expenditure. The Government during the first 
phase of the war resorted almost exclusively to the issue 
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of banknotes and short-term bonds (‘Obligations de la 
Défense Nationale”), and of very short-term bonds not 
exceeding one year (floating debt, “Bons de la Défense 
Nationale”). This method of covering expenditure 
corresponded with the conviction that the war would 
not last long, a feeling which was widespread in 
France at that time. At the end of the year 1915 the 
advances made by the Bank of France already reached 
5,000 million francs, and the total amount of the 
‘Défense Nationale’’ bons and obligations issued repre- 
sented 13,000 millions. It was only at the end of 1915 
that the first funded loan was issued by France. As for 
taxation increases, the Government was firmly resolved 
not to resort to them. The Minister of Finance, M. Ribot, 
declared on December 22, 1914 : “‘In the present situation 
we do not propose to you either to create new taxes or 
to increase existing taxation. It is better to wait, before 
we add to the burden of taxes, until the country is freed 
from invasion and life has resumed its full course.” 
This attitude was supported by the well-known economist 
Paul Leroy-Beaulieu : “There can be no question now 
either of new taxation or of a final loan,’ he wrote on 
December 26, I914, in his paper, the ‘“‘Economiste 
Frang¢ais."’ This policy is now generally considered as 
having been mistaken, for the country at that time 
could already make sacrifices, considering the resources 
of the population. 

It was only in 1916 that the Government began partly 
to apply the income tax, which in the first year produced 
35 million francs only, and introduced the tax on war 
profits. Now, if we consider the first two and a-half 
years of the war, we find that the receipts from taxes, 
which in 1913 totalled 4,907 million francs, and which 
suffered a decrease in 1914-15, only reached their pre-war 
level in 1916. Lastly, in 1917- 18, partly under the 
pressure of the Chamber of Deputies and of the Budget 
Commission, certain taxes were modified, the income tax 
began to be enforced in its entirety, both as global and 
cédulaire, and the tax on payments was introduced. The 
fiscal effort of France during the war did not exceed 
3,000 million francs. 


(To be concluded.) 













( 343 ) 
Lloyds Bank as Publishers* 


I Friend Lloyd or Friend Barclay, the Quaker fathers of two great 
banks, returned to earth, their quiet spirits might be perturbed by 
the developments in the businesses they created, and perhaps they 

would think that progress had submerged piety. It is interesting to 
speculate what Friend Lloyd would think of the brightly-written ‘and 
excellently-printed book on ‘‘ How to Use a Bank,” which has just 
been issued by Lloyds Bank. This is a novel type of textbook, whose 
principal character is a sprightly, flapper-like lady named Ruth, who 
confesses to a gentleman named Peter “‘ That I do not understand the 
simplest sentence that emanates from a bank manager or cashier.” 
This confession forms the introduction to the book. It would be 
difficult to understand how such a demure Quaker name should be 
given to a lady who writes “ That it seems a pity that bankers should 
give one so much trouble, and talk such nonsense over the counter, 

were it not remembered that the pious traditions of Lloyds Bank must 
make its rulers particularly familiar with such lesser-known parts of 
the Bible as the Book of Ruth. Unlike the management of Lloyds, 
few are able to remember that Ruth was the wife of “ a mighty man of 
wealth, of the family of Elimelech ; and < name was Boaz.’’ Ruth’s 
mother-in-law was the venerable lady Naomi, and in preparing 
the way for the marriage of her daughter she said “ Turn again, 
my daughters, go your way; for I am too old to have an husband. 


If I should say, I have hope . . . Readers should refer to the 
original for the conclusion of the sentence. The rule rs of Lloyds 
were probably animated by Boaz’s remark to Naomi: “ And I thought 


to advertise thee, saying, Buy it before the inhabitants, and before 
the elders of my people. ” Lloyds Bank also desired to advertise, 
and they have done it very skilfully and successfully. Though meant 
for the general public, the book contains much to interest bankers. 
It is written with knowledge of the aberrations of humanity, and it 
should perform a very real service. As an advertisement for a great 
bank it is subtle in conception and brilliant in execution; it marks a 
stage in the development of bank advertising, and many banks would 
do well to study it. For most bank advertisements addressed to the 
general public are antediluvian in form. Some English banks spend 
considerable sums on advertising in the popular Press and their adver- 
tisements run like this : “‘——-—Bank Limited, Capital £10,000,000, 
Reserve £2,000,000, Deposits £100,000,000, Branches 400, All Banking 
Business Transacted.” This last sentence is probably a warning to an 
ignorant lady such as Ruth not to send her motor to be mended, or 
powder puffs to be refitted at the bank. When the average man or 
woman reads a bank advertisement they are perfectly capable of 
understanding that a bank “ transacts banking business.” Much of 
the advertising issued by the banks might be devoted to a simple and 
attractive explanation of the services which a bank renders to the 
public. If a bank places a costly advertisement in a popular news- 
paper, it should at least make sure that the form of its announcement 
does not repel readers. Lloyds Bank have set a splendid standard 
for bank advertisements. 


* «« How to Use a Bank,”’ issued by Lloyds Bank, Limited, price 6d. 
BB2 
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New City and West End Quarters 
of the Westminster Bank 
By Professor C. H. Reilly 


HIk Westminster Banks in the City which are 
illustrated herewith are their two new headquarters, 
one in Lothbury and the other in Threadneedle 

Street. Both are great imposing buildings, and both were 
designed by W. Arthur Davis, of the firm of Messrs. Mewés 
and Davis, who, in their time, have been responsible for so 
many landmarks of modern London, such as the Ritz Hotel, 
the “Morning Post” offices in the Strand, and the Auto- 
mobile Club in Piccadilly. All these buildings, however, 
were of French inspiration and belong, one may roughly 
guess, to the time when Mr. Davis's French partner, 
M. Mewés, a well-known Paris architect, was alive. For 
these great City buildings Mr. Davis has departed from his 
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firm’s original tradition, and in place of France has gone to 
Italy for his inspiration. There was something suitable 
enough in this for his new purpose. The Italian palazzo 
was not only evolved as a piece of town architecture, but 
often housed from the early days of the Renaissance 
onwards not only bankers, but their banks. The Medici 
and Pitti Palaces in Florence were examples of this, and 
the Chigi in Rome. Here, moreover, was a simple, 
straightforward system of building with regular outline 
and regularly spaced windows and with no gables, dor- 
mers, turrets, or other romantic features to make exciting 
but extravagant and useless excrescences. The whole 
could be turned to account with the maximum floor space 
and the maximum lighting. The regularity of the win- 
dows made any required subdivision possible. Obviously, 
then, the Italian Renaissance palace was a good type to 
work upon, and Mr. Davis showed his wisdom in choosing it. 

In his Threadneedle Street building he has gone farther 
and adapted to his purpose a definite Italian example. It 
is a very fine one, the Massimi Palace in Rome. Here it 
appears again enlarged and modified, but with the same 
main features so well designed by Peruzzi for a narrow 
street. These are, in both the Roman prototype and in 
Mr. Davis’s building, which, if I remember rightly, is on 
a slightly bowed frontage likewise, a series of regularly 
spaced windows set on a rusticated field and a ground 
floor of small Roman Doric columns. It is eminently 
a scheme for a narrow thoroughfare. The part near the 
eye is the rich and becolumned ground story, and the part 
above, to be seen in steep perspective, is the rusticated 
surface studded with a regular distribution of moulded 
window frames. The complete rustication makes the 
surface as powerful as possible, and so allows the windows, 
which interrupt it, to be as large as possible. Both 
buildings are longer than they are high—Mr. Davis’s con- 
siderably so—and this length is emphasized, first by the 
continuous cornice binding the whole mass together, and 
then by the long horizontal lines of the rustication. The 
upward perspective, on the other hand, is enhanced by 
the gradual diminution upwards of the windows, both in 
size. and elaboration. The result is a very staid and 
balanced front, or rather will be when it is completed. 
At present little over one-half is built. 

Now, so severe a type of building as this relies for its 
interest, after the main proportions have been satisfac- 
torily settled, on its detail. In the Roman original 
Peruzzi profiled his mouldings and drew his detail with 
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such care and feeling that it is often said he reached in 
the Massimi Palace the standard of Greek detail without 
actually having seen anything Greek. He did it by 
refining on a Roman detail he knew, which in itself was 
coarsened Greek. Anyhow, it is the beautiful modelling 
of the smaller ornaments of the Massimi Palace which 
draws all architects to it when visiting Rome. One 
cannot say that Mr. Davis has reached quite the same 
standard in his detail, but he has very nearly done so. 
No architect of to-day draws the full-sized sections of his 
moulded stones with greater care. To this work he 
applies great scholarship and knowledge, and the result, 
up to a point, is always pleasing and never disturbing. 
That, perhaps, is its limitation; but how much better to 
admit a limitation of this kind than to have, what we are 
so often accustomed to in London, no limitation either of 
taste or knowledge and no inspiration to take their place. 
Provincial French towns like this little one of Dieppe, 
where I am at the moment, owe most of their grace and 
charm to their quiet but unadventurous architecture, 
designed probably by folk who did not call themselves 
architects at all. Their buildings, because they follow 
certain general rules, compose together street after street. 
Mr. Davis’s Threadneedle Street building is of this kindli- 
ness, but, of course, on a much larger scale. Whatever 
building lives next to it will find it a good neighbour, and 
in a Closely-built-up town that is no small tribute. 

His other great Westminster Bank in Lothbury, 
shown in the detail drawing, is a slightly more elaborate 
composition than the Threadneedle Street one, and has 
no such obvious and particular Italian prototype. Like 
the other building, however, it consists of a ground story 
with a strong pilaster order and then three plain stories 
above before the main cornice is reached, though in this 
case the two lower sets of windows are linked together. 
Above the cornice is a set-back story and another in the 
roof. The feature of this design——and it is a bold and fine 
one—is the centre pavilion facing Bartholomew Lane. 
Here the architect has seen and seized a fine opportunity. 
The open street opposite and at right angles to his building 
has allowed him to go up higher at this point. Hence this 
central and dominating block. In itself it is an interesting 
composition, with columns running through the top two 
stories recalling the pilasters running through the lower 
two. This feature will look well when seen directly down 
Bartholomew Lane. Whether it will look so well in per- 
spective on the curve of Lothbury is another matter, on 
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AND NORTHAMPTON 


LONDON 


Branches for Maintenance Service in all Principal Towns. 


Since 1770. 
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which I do not feel so sure. It may stand out rather 
crudely, breaking the long, curved lines of the front. I 
cannot tell, for the drawing before me does not show the 
depth of the returns. One does not know how independent 
the pavilion is. If the breaks are small it may not isolate 
itself too much. 

The detail here is again very good and scholarly, 
though not quite so interesting as that of the Thread- 
needle Street front. The portion at the rear, however, 
already carried out, looks extremely well. Here, as the 
photograph shows, there is more plain surface, and 
what enrichment there is shows very crisply against it. 
This view in sharp perspective gives a very clean and 
finely-drawn building with all its lines taut and true, 
surrounded by the usual loose, slatternly buildings one 
expects somehow or other in the Victorian parts of the 
City. Few illustrations could give more encouragement 
to those building to- day to build cleanly and sparsely. 
The back of Mr. Davis’s bank in Angel Court looks like 
that of a lady among the backs of a number of City 
charwomen. 

With Mr. Curtis Green’s design for the new Piccadilly 
branch of the Westminster Bank we turn to something 
quite different. Here is an exciting, modern-looking 
building shown in an exciting Walcot-like drawing. It isa 
building obviously designed to make the most of an 
advertising corner site. In execution it is to be simplified. 
The concave corner is to be straightened out. If Mr. Davis’s 
buildings suffer, if suffer they do, from lack of imaginative 
inspiration, this suffers from too much. Mr. Curtis Green 
is.too full of ideas—ideas from everywhere, ideas from 
America, Genoa, from the late John Belcher, and from Sir 
Edwin Lutyens. In execution one may be sure these 
will be weeded out, smoothed and simplified. If one may 
judge from his Wolseley building, on the opposite side of 
the street, now to become a branch of Messrs. Barclays, 
the result will be something combining dignity and 
elegance in a new and remarkable degree, something in 
short very different from this rather overloaded sketch. 
Mr. Curtis Green, like all the artists who have had a 
grounding in the crafts, improves his work immensely 
in execution. It is a great thing to have plenty of ideas 
at the outset, but it is still greater to know later on which 
to give up and how to improve the remainder. In both 
these processes Mr. Green is an expert. I have never 
seen a building of his in the solid which I have not liked 
immensely ; hence my hopes for this bank. 





